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Houser oF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
Washington, D. €}.. Ap il ro 1954 
This report has been submitted to the Committee on Armed Services 
by the special subcommittee which completed an inspection of military 
bases and missions in various parts of the world. , 
The findings in this report are those of the special subcommittee 
and do not necessarily reflect the views of the members of the Com- 
mittee on Armed Services. 
Dewey Suort, Chairman. 


House or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
Washington, D. C., April 8, 1954. 
Hon. Dewey Suort, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: There is submitted herewith for considera- 
tion by the Armed Services Committee the report of the special sub- 
committee which made an inspection tour of military bases and 
missions overseas between September 16 and November 12, 1953. 

LeRoY JOHNSON, 
Chairman, Special Subcommittee. 


Ill 








REPORT OF THE SPECIAL SUBCOMMITTEE 
FOLLOWING ITS WORLD TOUR 





On July 14, 1953, the chairman of the Armed Services Committee, 
House of Representatives, designated Hon. Leroy Johnson as chair- 
man of a special subcommittee to make an inspection tour in various 
parts of the world with instructions to ins spect military bases and 
missions overseas and to report back to the full committee. Addi- 
tional duties were assigned to the subcommittee with directions to 
investigate the Communist trend in southeast Asia in order that an 
evaluation of the possibility of armed conflict, wherein the United 
States might become involved, could be determined. 

Subsequently, Chairman Short appointed the following additional 
members of the Committee on Armed Services as members of the 
special subcommittee: 


Mr. James P. 8S. Devereux Mr. Arthur Winstead 
Mr. William G. Bray Mr. O. C. Fisher 
Mr. Victor Wickersham 


The following persons also accompanied the subcommittee in the 
capacities designated: 


Mr. Charles F. Ducander, counsel, Committee on Armed Services 

Lt. Col. Floyd L. Pfeiffer, Office of Legislative Liaison, Depart- 
ment of the Army, escort officer 

M. Sgt. Manuel J. Silva, Jr., United States Army, assistant escort 
officer 

The group departed Washington, D. C., the morning of September 
16, 1953. 

Following departure from the United States, the subcommittee 
visited Hawaii, Wake Island, Japan, Korea, Okinawa, Formosa, 
Crown Colony of Hong Kong, Philippines, Crown Colony of Singapore, 
and the Federated Malayan States, Indochina, Thailand, Burma, 
India, Pakistan, Lebanon, Syria, Egypt, Italy, Spain, Portugal, 
French Morocco, Azores, and Newfoundland. 

The chairman and members of the subcommittee wish to make it 
crystal clear that they do not set themselves up as experts on the 
affairs and problems of all of the countries visited. Indeed, in some 
localities time was so pressing that only general impressions could 
be gained. However, it is felt that valuable contributions can be 
made as a result of the subcommittee’s visits. 

Much of the material presented to the subcommittee, both orally 
and in written form, in many of the countries visited is necessarily 
of a highly classified nature and cannnot be discussed in this report. 
Such classified written material is on file in the committee’s classified 
files and is open to inspection by members of the Armed Services 
Committee. 
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The members of the subcommittee in ceneral were well pleased with 
the caliber of our military and civilian representatives in all of the 
countries visited. lt comforting to know that those persons 
representing the United States in the foreign lands visited, both of 
the militarv and Foreign Service of the United States, are men who 
know their job and are doing good work. 


l 
l 
i 
t 


HAWAITI 


The subcommittee stopped at Honolulu in order to take advantage 
of an opportunity to reexamine the local military situation, inspect 
some of the more important military installations on Oahu Island 
and to discuss with the Commander in Chief, Pacific, and his staff, 
the tactical and strategic organization within his zone of responsibility, 
his command relationship with adjacent United States area com- 
manders and the forces of allied nations contiguous to his command 
area 

During the conferences with CINCPAC concerning the defense of 
Hawaii, it was found that the Territory generally is dependent for 
passive defense against sneak air attacks on obsolescent, World War 
II type radar equipment and that the Hawaiian National Guard 
aviation units, mainly fighter types, provide all the available air 
cover. Similarly, the ground garrison has been depleted in order to 
provide troops for Korea. 

In the face of this lack of military units in being, the subcommittee 
was told that it would be preferable to have the military units required 
for the defense on the Territory and also all other critical points within 
the Pacific area on hand but that the global demands being made on 
United States forces and the fact that it is impossible to man all 
these critical points in sufficient strength, makes it necessary to 
organize the earth into the present flexible defense system of global 
commands and that, in the event of an emergency, there is authority 
within this defensive system to immediately employ those military 
elements present in the area and to call upon adjacent commanders 
for additional aid as required. ‘The subcommittee was assured that, 
generally speaking, the command relationship is satisfactory and 
that it is felt the present system is probably the most workable one 
under current conditions. 

In connection with the interior defenses of the Territory, it was 
explained that the use of World War II radar was necessary because 
newer types of equipment were being absorbed by the United States 
continental defensive system at the present time. 

The subcommittee understands that arrangements are completed 
for the receipt of a division from Korea whenever redeployment from 
that country begins. Insofar as the mobilization potential of the 
Territory is concerned, it would appear that the islands could supply 
manpower for three divisions and that the Reserve and National 
Guard organizations in the Territory are available for use. If it is 
decided to deploy a division in Hawaii, the subcommittee believes 
that every consideration should be given to the assignment of a Marine 
division at this strategic outpost. A Marine division located in Hawaii 
would then be immediately available for use, should the need arise at 
any point in the Far East. 

The subcommittee observed that CINCPAC’s headquarters staff 
in Honolulu is composed of officers and enlisted men from all United 
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States military services and there is every evidence that the unified 
command is a completely integrated team. 

The subcommittee was advised that insofor as the reconnaissance 
and surveillance mission of the United States 7th Fleet in Formosan 
waters is concerned that United States forces have organized a joint 
patrolling system with elements of the Nationalist Navy. It has 
been proposed that destroyers be given to the Nationalist Nav y and 
it is believed that this addition to the Chinese Fleet would permit 
it to more closely support the offshore islands, wipe out the pirates 
that infest the China seas and gene rally assist in clearing the coastal 
waters. 

The subcommittee was thoroughly briefed on the Communist 
problem in Hawaii and recognizes the danger existing when Com- 
munist elements are present in the islands. This problem must be 
kept under careful and vigilant surveillance and close cooperation 
between military and civilian officials is desired. 

The subcommittee had an opportunity to attend a secret briefing 
by Lt. Gen. “Tron Mike’ O’ Daniel, commanding general of the United 
States Army forces, Pacific, on the situation in French Indochina. 
General O’ Daniel had just returned from an inspection tour of French 
Indochina where he held high-level conferences with the commanding 
general of the French Union forces and other representatives of the 
French Government. General O’Daniel had made the inspection at 
the direction and on behalf of the Joint Chiefs of Staff. The classified 
nature of this briefing precludes any mention of the matters which 
were discussed with the subcommittee. 

The subcommittee inspected the Army’s Schofield Barracks, its 
adjacent training areas, and Fort Shafter, and it would appear that 
these installations are in condition to receive, house, and continue the 
training of units deployed to the Territory from Korea. Furthermore, 
the facilities present are capable of supporting expanded emergency 
training requirements. 

Following an inspection of the Marine Corps Air Station at Kaneohe 
Bay, Oahu, the subcommittee examined the excellent, permanent-type 
facilities virtually completed for use by the corps in its training of air- 
ground combat teams. 

The local Marine commander made a strong plea for additional funds 
required to carry on a fill project which, on completion, will provide 
much-needed areas for small unit training. The subcommittee believes 
that the relatively small amount of ad litional money required, in view 
of the funds already spent, is justified and recommends that the matter 
be given all possible favorable consideration at the earliest possible 
time. 

The subcommittee also took the opportunity of visiting Trippler 
Army Hospital through which so many sick and wounded Korean 
casulaties passed on the long and painful journey from the battlefield 
to their homes. This beautiful, ultramodern hospital situated on high 
ground ovelooking Honolulu and the warm waters of the Pacific still 
is in service and “the subcommittee spent considerable time visiting 
with our veterans hospitalized there. Without exception, they were 
eager to express apprec iation for the kind and efficient treatment they 
are receiving from the medical staff. The subcommittee is well 
pleased with the hospital and its operation. 
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The subcommittee concluded its stay in Honolulu with a visit to 
Punch Bowl Cemetery where many World War II and Korean war 
dead are interred. This national shrine is carefully and reverently 
maintained, but it is proving a considerable hardship with the funds 
allocated for this purpose. Certainly this Nation cannot afford to be 
niggardly about maintaining its national cemeteries and if small 
amounts of additional funds or —— personnel are needed, they 
should be granted. The subcommittee believes that the monetary 
and personnel needs for maintaining this cemetery in the most proper 
condition should be reevaluated and if it is found that additional funds 
are justified, every consideration should be given to providing them at 


the earliest possible time. 
JAPAN 


The subcommittee’s scheduled stay in Japan was for a relatively 
short period which was spent in conferring with United States military 
and civilian heads concerning the current far-eastern situation. <A 
conference also was held with officials of the Japanese Foreign Office 
at which problems of mutual interest were discussed. So many 
inspections have been made of our installations in Japan and so much 
has been written concerning the occupation of that country that it 
would appear to be redundant to go into details concerning these 
matters. 

The subcommittee had an enjoyable meeting with United Nations 
commander, Gen. Mark Clark (since replaced by Gen. John Hull, 
United States Army), members of his staff, and the United States 
Ambassador. The problems being encountered in the prisoner-of- 
war exchange in Korea were explained to the subcommittee. Con- 
siderable doubt was expressed that the prisoner-of-war issue could 
be easily settled and the prediction was made that the issue probably 
would become more explosive as the January 22, 1954, deadline 
approached. 

The subcommittee was told that a sharpening economic conflict of 
great importance between Korea and Japan was shaping up over the 
fishing rights of these two countries. President Syngman Rhee 
established a ‘‘sea-defense system’? which set up a line 100 miles 
seaward from Korean shores past which Japanese vessels were not 
allowed. This line blocked Japanese fishermen from some of the 
most productive fishing grounds and, in response to a State Depart- 
ment request, the United Nations commander set aside the line of 
demarcation. The President of Korea demanded that the line go 
back into effect on the grounds that the order reopened the Korean 
shoreline to the entry of spies, cuerrills as, and saboteurs. This 
problem could have very serious results on the peace of Asia and 
certainly an understanding must be concluded between President 
Rhee and the United Nations. The pattern of the United Nation’s 
effort has been established and the subcommittee does not believe 
that President Rhee should interfere with such pattern. 

The subject of Japanese rearmament was thoroughly discussed, and 
the apparent reluctance of the Japanese to develop forces adequate for 
the defense of their country. The Japanese point to their constitu- 
tion, dictated by the United States, which prohibits the maintenance 
of armed forces and also argue that the Japanese people, after their 
defeat in the last war, are not psychologically ready to rearm. How- 
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ever, the subcommittee doubts that sufficient efforts are being made 
by the Japanese Government to change Japanese thinking on this 
matter. On the other hand, the opinion of the United Nations 
commander was that a major reason for the Japanese attitude was an 
economic ode and that the time has now come when the Japanese 
should handle their own obligations. It was his opinion that Japan 
needed an army of 10 divisions of ground troops, with suitable bal- 
ancing forces of other services. At the present time, United States 
operated ground, naval and air defense advisory groups have been 
organized and have begun training the Japanese national safety force. 
The ground training, of course, has gone on for some time and a force 
of reasonable size now is in being. The naval advisory group has 
delineated a coastal safety zone and has organized a maritime organi- 
zation somewhat similar to the United States Coast Guard. The air 
advisory group is less well along and is fully dependent upon United 
States operated radar nets and air coverage to defend the Island. A 
representative of the air advisory group told the subcommittee that 
the Japanese, to date, had failed to organize an air staff and, in order 
to completely prepare for their own air defense, an entirely new air 
industry would need to be developed. 

The subcommittee was pleased to hear that the rest and relaxation 
program, in which personnel are returned to Japan from Korea, has 
been stepped up since the cessation of hostilities in Korea. The 
length of each individual stay has been increased from 5 to 7 days. 
Military personnel on duty in Japan, in line with the liberalized policy, 
are again being permitted to take longer leave periods outside the 
Japanese islands and throughout the Far East Command. In- 
creased accent is being placed on recreational programs of all types. 
It is also the policy of the command to return hospital patients to 
the United States if it can be ascertained that they will be hospitalized 
in excess of 90 days. 

The subcommittee recognizes the continued housing problem, the 
lack of which now causes movement of dependents to Japan to be 
delayed an average of one year after the departure of their sponsors. 
It is appreciated that such a condition is a detriment to high mor: ale. 
On the other hand, it must be kept in mind that the day is coming 
gs the number of our troops in Japan must be decreased. As 
the Japanese are able to take over the defense of their nation, much 
of our force must necessarily be removed. It does not seem compatible 
with good reason that millions of dollars should be expended for 
the construction of quarters which might only be occupied for a 
short period. The subcommittee believes that this problem should 
be thoroughly studied and that requests for appropriations for 
housing be made in keeping with long-range plans which may be 
developed with the Japanese for the retention of United States Armed 
Forces in Japan. 

Since the conclusion of the peace treaty, it is quite evident that there 
has been a considerable rise in rental charges for private housing in 
Japan. This has caused considerable hards hip to American personnel. 
An effort should be made, through diplomatic channels, to persuade 
the Japanese Government to take realistic action to remedy this 
situation by bringing rental fees of American personnel in line with 
those levied on Japanese citizens. At present, in many instances, 
American personnel are paying rentals three times greater than 
Japanese citizens for comparable quarters. 


45608—54——_2 
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The subcommittee examined the basic air defense plans for Japan, 
Korea, Okinawa and the Philippine Islands, noting that the Far 
East Air Force’s function in the United States defensive pattern is 
to guard the western approaches to the United States from its position 
on the flank of the U.S.S. R. In this respect, the subcommittee was 
informed that the U.S. S. R. apparently has changed the preponder- 
ance of their aircraft from fighter to bomber types in the Far East. 
It was stated that the U.S. S. R. now has bombing aircraft capable of 
striking anywhere in the United States. 

The subcommittee was interested in some examples of savings which 
could be effected when high performance aircraft, such as jets, operate 
from concrete airstrips, as opposed to takeoffs and landings made on 
temporary steel mat fields. It was reported that tire wear averages 
three landings per set of tires on a steel runway. In addition, steel 
runways frequently require JATO assists and each such lift device 
costs $800. 

This information is impressive and it may be that we have been 
lured by false economy and that, in many locations, savings would 
result if temporary steel mat airstrips were replaced with permanent 
paved runways. 

The subcommittee looked into the question of the use of indigenous 
labor. When cuts are made in the indigenous labor force, expenses 
for the Armed Services frequently rise because United States labor 
usually must be hired in its place. The subcommittee was told that 
ordinarily the United States Government can count on saving 75 
percent in salary cost by using Japanese labor. This is a tremendous 
saving and it is believed that this type of labor should be used when- 
ever possible, not only because of the savings in dollars which result, 
but also because of the benefits which result for the Japanese economy. 

The subcommittee also was interested in the logistical problems 
entailed in maintaining the military forces employed in Korea. It 
was learned that a daily average of 48 pounds of supplies per man is 
required in Korea. To date some $70 million worth of offshore pro- 
curement had been purchased for the Korean army and there are 
plans to make offshore purchases in the amount of $100 million 
in 1954. It was also learned that a Military Armistice Commission 
had been organized and that its teams are operating in Korea. 
These teams have established a maintenance and depot system 
and are engaged in a rebuilding program which includes conservation 
activities and a conservation training program. 

Before departing from Japan, the subcommittee met with officers 
of the Japan Foreign Ministry and discussed with them problems of 
mutual interest. 

The subcommittee took away two important thoughts concerning 
Japan. First, its economic position is false and not tenable. It is 
most necessary for the country to implement a rigid austerity pro- 
gram. The subcommittee recognizes that the journey toward econo- 
mic recovery for Japan will be a long and painful one because of the 
loss of her empire and its natural resources and of much of her trade. 
However, what is most desirous is that the Japanese recognize that 
they must help themselves and not rely too heavily on the present 
temporary flow of American expenditures in Japan. Furthermore, if 
the Japanese wish to enter into world trade, they should recognize 
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that it is an absolute necessity to set up and maintain high quality 
standards in the goods they wish to trade. Second, Japan should 
rearm in order to defend itself. It must also share the burden with 
the other countries of the free world. 


KOREA 


One of the most anticipated stops on the subcommittee’s journey was 
Korea where our representatives are face-to-face with the Communists 
and where so many of our young men are still on the alert. 

Shortly after disembarking at Seoul, the subcommittee paid a 
courtesy call on Dr. Syngman Rhee, President of the Republic of 
Korea. President Rhee, despite his 78 years, impressed the members 
with his alertness and his grasp of the problems facing Korea. He 
spoke at great length concerning reconstruction and rehabilitation 
problems facing his country, insisting that nothing permanent could 
be done for the Korean economy unless the United States pegged the 
rate of exchange for the Korean hwan. Among other projects he felt 
necessary was the building up of cement and fertilizer industries. 
Generally, it appeared that Dr. Rhee’s principal interest lay in long 
range rehabilitation projects which would establish Korean industries, 
He seemed less interested in short range, emergency projects such as 
feeding and housing problems; possibly he assumed that these urgent 
needs would receive automatic attention. 

On its second day in Korea the subcommittee divided into groups 
and made a helicopter inspection tour of U. N. fortified zone. The 
Headquarters of the United States Army I Corps was visited. The 
corps commander informed the subcommittee that his primary mission 
was to maintain his troops in a constant state of readiness for any 
eventuality. In addition, he was preparing a new defense line at the 
southern edge of the demilitarized zone and also was constructing 
winter troop quarters for his command. 

Next the subcommittee flew to the United States 7th Infantry 
Division Headquarters where it was briefed by the commanding 
general on the mission of the division. This division has been im the 
line from January 1, 1953, until the present time. 

The subcommittee also inspected what the Army calls its supply 
economy in action. This activity is carried on at Quartermaster 
Service Center No. 1, a salvage and repair facility in the United States 
I Corps area. War damaged equipment is repaired here and once 
again takes its place in the supply system. ‘Flack’ vests, wood and 
canvas cots, immersion heaters, gasoline lanterns and too many items 
to list are repaired and placed in a condition closely approximating 
new items. The subcommittee wishes to commend the commanders 
responsible for this activity, for truly here is economy im action. 

The subcommittee next mspected the 159th Field Artillery Battalion 
which, until recently, was equipped with 105-millimeter howitzers. 
Presently it is equipped with the 240-millimeter cannon which it 
employed with devastating effect in the last phases of the Korean 
war. The officers and men of this unit gave every evidence of being 
highly pleased with their new equipment and, in a demonstration, 
proved they knew how to handle it. 

The subcommittee next inspected the famous Ist ROK Division. 
The members were impressed with the grasp our Korean allies have 
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of the modern military concept of science and anes. Attached to 
this division is a United States Korean Military J (dvisory Group 
which counsels and assists Korean commanders. The relationship 
existing between Korean commanders and the members of our 
advisory group is noteworthy, 

The United States Ist Marine Division which was also deployed on 
the fortified line was next visited, and the subcommittee was briefed 
on its mission and how it was accomplishing it during the truce. 

The subcommittee also visited with the Chief of our United States 
Truce Team and his staff and with the commanding officer of the 4th 
Fighter Interceptor Group located at an airfield known as K-14, from 
which thousands of flights were made during the active days of the 
Korean war. 

The subeommittee found that the command relationship between 
air and ground forces in Korea had been good during the fighting, 
but apparently this was by mutual agreement and cooperation. The 
subcommittee believes that the policy used in Korea should be further 
explored so that some sort of official relationship could be established 
and maintained. It is believed that the local commander should be 
able to direct all phases of any battle, including the close air support 
of ground troops. 

During the stay in Korea, the subcommittee met with various 
United States military commanders and was advised that, from the 
military standpoint, the principal mission at the time of the subcom- 
mittee visit was to prepare new defensive positions behind the new 
line dictated by the establishment of the 3-mile-wide demilitarized 
zone established by the armistice agreement. From all accounts 
given the group, work on the new positions was being carried on at a 

satisfactory rate. The new lines were more carefully planned than had 
been possib le during the fighting and, even though in many cases ter- 
rain easier to defend had been given up in the move, the defenses 
now being constructed were superior. 

The subcommittee wishes to note that the hostilities in Korea have 
been unusual in that enemy aircraft, with few exceptions, were not 
used against our land forces. The subcommittee is uncertain as to 
whether our ground troops are sufficiently protected against enemy 
aircraft, should hostilities be resumed. It is hoped that our com- 
manders are placing sufficient emphasis on maintaining our active 
and passive defenses against hostile air attacks at high proficiency. 
The subcommittee trusts that should hostilities again be resumed our 
forces will be prepared to meet any eventuality. 

The subcommittee, by personal observation, is deeply aware of the 
terrible need in South Korea for a comprehensive rehabilitation pro- 
gram and without hesitation advocates that the program be imple- 
mented without delay. However, it is feared that unrealistic planners 
may, in their ardor, seek to force the Korean people into an economic 
mold in which they will not be compatible, either by nature or in- 
clination. The Korean outlook on economy is based on. lessons 
gained in a civilization many times older than ours. Furthermore, 
their economy is not geared to abruptly support a highly mechanized 
civilization. Much thought and planning must be given to the re- 
habilitation of Korea. For instance, factories should be rebuilt but 
it is believed they should be the family-type factory which can be 
operated without highly trained and technically skilled personnel. 
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One of the first considerations should be to assist the South Koreans 
in rebuilding the homes destroyed by the Communist invasion. 
Considerable thought should be given to the type and size of the 
homes proposed. We must not encourage the Koreans to try to live 
by American standards. We must remember that if we foster an 
unrealistic economy upon the Korean people, we are liable to bring 
suffering and discontent to them. South Korea has had an agricul- 
tural economy and its continuation should be encouraged. It must 
not be forgotten that labor is the greatest commodity that the Orient 
has to offer and our economic planners should give every considera- 
tion to keeping laborsaving devices to a minimum. For instance, 
where a laborsaving device is indicated, a mule might well be a better 
solution than a tractor with its need for petroleum products, not to 
speak of proper maintenance and care. 

A discussion of the relief and rehabilitation program in Korea is 
contained in appendix A of this report. 

The subcommittee notes the recent decision to withdraw two 
American divisions from Korea. The withdrawal must not be so 
precipitous as to leave a power vacuum in the United Nations forces, 
but must be accompanied by an attendant rise in manpower and 
combat efficiency of the ROK Army. The subcommittee believes 
that the best ultimate solution to the Korean military situation, pro- 
vided that hostilities do not again resume or are indicated, is to have 
a United Nations Command Advisory Group stationed with the ROK 
armed forces and made responsible for the training of those forces 
and for overseeing the distribution of military and civilian supplies 
shipped to Korea. In the last analysis, it is believed that the ROK 
armed forces should be made responsible for the defense of their 
country. 

The subcommittee was impressed with the United Nations forces 
in Korea. Commanders, officers and men are deserving of the highest 
commendation. Likewise, the United Nations negotiators at Pan- 
munjom whose heartbreaking job it is to attempt to bring genuine 
peace to Korea are also deserving of praise. 


OKINAWA 


The Ryukyu Islands consist of 105 islands spread from latitude 29 
to latitude 24, extending over 550 miles of ocean. The principal 
island, Okinawa, lies in the center of the group. The islands are semi- 
tropical in climate; rainfall is fairly heavy (approximately 85 inches 
per year), and an average of 3 typhoons a year strike them. Winds 
with velocities of 140 miles per hour have been encountered, forcing 
construction into a “typhoon tie-down” or ‘“‘ty-base” channel which 
will be discussed later in this report. 

Some 25,000 officers and men, approximately equally divided be- 
tween Air Force and Army, are stationed on Okinawa. The Army 
forces consist of a regimental combat team, an antiaircraft group and 
the service forces furnishing common logistical support. Civilian em- 
plovees, dependent families and American businessmen bring the total 
non-Okinawan population to approximately 38,000. At the time of 
the subcommittee’s visit, some 3,000 Japanese and other nationalities 
were engaged in Okinawan construction programs and about 70,000 


as 


Ryukyuans were being employed. 
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Of the total Ryukyuan population of approximately 1 million, 
630,000 live on Okinawa. Although our forces occupy Okinawa in 
order to maintain a strong airbase potential through which we can 
control the adjacent seas; support ground action in any Far East 
area; secure air domination of the industrial heart of China and 
eastern Siberia, and generally support United States political, eco- 
nomic, and psychological interests in the Far East; we also have been 
concerned with the need to bring the Ryukyuan people from the diffi- 
cult position into which they were driven by being in the path of World 
War II fighting. 

The subcommittee was told that the Ryukyuans are entering into 
a period of prosperity. This prosperity is in evidence almost every- 
where on Okinawa. New homes are in construction, stores are well- 
stocked, and the many new roads are well traveled. Most important 
of all, the people are well dressed and give every outward evidence of 
being content. The job is by no means complete, but much progress 
has been made. More will be said concerning Okinawan economic 
problems yet remaining later in this report. 

A matter of concern during the subcommittee’s visit was the ap- 
parent lack of a firm policy by the United States with regard to its 
intentions concerning the future of the Ryukyu Islands and partic- 
ularly, Okinawa. Since that time, our Secretary of State has made 
a public announcement to the effect that Okinawa will be retained 
under United States jurisdiction for the foreseeable future. None- 
theless, it would seem that a discussion of this matter is pertinent 
because of the recent reversion of the Amami group to Japan and 
rumors that some consideration was being given in certain United 
States circles to returning other portions of the Ryukyuan chain to 
the Japanese. 

The legal authority for the United States to administer to the civil 
population of the islands is contained in article II] of the peace treaty 
with Japan which was signed on April 28, 1952. This treaty pro- 
vided that Japan would concur in any proposal made by the United 
States to the United Nations to place the Ryukyuan Islands under 
its emg with the United States as the sole administering au- 
thority. Until this proposal is made and favorable action is taken 
thereon, Japan recognizes the authority of the United States to exer- 
cise any and all powers in the islands, including administration, legis- 
lative and judicial authority. Since the signing of the treaty, all 
directives conce ning civil administration which have been issued by 
the Joint Chiefs, Department of the Army, and the Governor of the 
islands have camed from article III of the peace treaty. How- 
ever, there never has been a clear and definite statement as to the 
future intentions of the United States under this article. Conse- 
quently, the civil administration has been hampered by legal prob- 
lems such as questions concerning the citizenship of Ryukyuans, 
guaranty of land titles, and the provision of a stable, representative 
rovernment 


The islands were a part of the Japanese E umpire for 66 years and 
for over 1.000 vears prior to tha - were an independent kingdom. 

Due to our support, the Rvukyuan Islands are the only area outside 
the United States whi has a substantial balance of dollars for export. 


According to information given the subcommittee, the United States 
buys SS of foreig s lor every dollar which is exported from the 
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Islands and the amount of overseas purchasing is in excess of $60 
million per year. The United States forces in the Ryukyus spend 
$54 million per year in the local currency within the native economy. 

We have developed a bank which is solvent and liquid and is doing 
business at the rate of $120 million per year. We have approximately 
$15 million of local currency in circulation which is fully covered by 
liquid assets of the bank. Ryukyuan currency is accepted at par 
In every country in the world b: anking system. 

It is understandable why Japan would be very pleased to establish 
that the Ryukyus are Japanese by birth and nationality and should 
again come under Japanese sovereignty. However, if this were 
permitted to happen and Japan secured control of the Ryukyuan 
banking system, they would obtain all of the assets of the Government 
and with the assets and revenue of the Government gone, while we 
still retained responsibility for the Government, we would lay our- 
selves open to a heavy drain on our own resources. The United States 
has placed the Ryukyuan economy in a very favorable condition. 
To turn over control of the banking system to Japan would be handing 
the Japanese the total equivalent liquid assets of a bank doing a 
business of $120 million per year and a Government which is about 
to stand on its own feet. 

The subcommittee believes that if Japan assumed control over the 
civil government ia the Ryukyus, our defensive positions on the islands 
would be far less secure and dependent entirely on the maintenance 
of continuous friendly relations with Japan. It is therefore impor- 
tant that the degree of control and authority now exercised by the 
United States be continued for the foreseeable future, 

Assuming that the recent pronouncement by the Secretary of State 
concerning the future of the Ryukyus is not altered, there still remain 
two major problems in the Ryukyuan Islands. First, Ryukyuan wage 
scales must be adjusted to conform with the rising cost of living, and 
second, the current land rental and purchase problem must be solved. 
This will be discussed later in this report. 

Some steps have been made in the provision of a stable representa- 
tive type government in Okinawa since the war. In 1952, free elec- 
tions were held and 31 representatives were elected to the unicameral 
legislature. At the same time, a chief executive and a court of last 
resort were appointed by the governor. <A program of education in 
democratic processes is produci ing political leaders with a sense of 
responsibility and a desire for greater control of governmental ma- 
chinery. Because of large United States investment, strict control 
and supervision is exercised over funding and fiscal affairs. In the 
local budget for 1954, for example, United States direct assistance is 
required for about 25 percent of the total expenditures conte mplated 
and the civil eae ation retains the right to veto legislation inimi- 
sal to the interests of the United States. 

From 1947 to 1954 the Congress has appropriated a little more than 
$195 million for government, relief, and rehabilitation in the Ryukyus. 
Early appropriations principally were expended for direct aid, such as 
food and fertilizer. In the 1950 appropriation, for the first time, it 
was possible to divert funds to longer range rehabilitation projects. 
These projects, now complete data cost of $32 million, pro\ ided roads 
waterworks, a powerhouse, refrigerator plants, ports and harbors 
Government buildings, and revenue-producing housing. ‘The economy 
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also has been boosted materially by the huge military construction 
program which employs around 70, 000 Ryukyu: uns. In this respect, 
the average Okinawan makes approximately $400 a year, and it is 
believed by our local administrators that the wage scale should be 
elevated to $480 a year, matching Japanese scales for comparable work 
and making it possible for the Ryukyuan Government to levy taxes 
for provision of essential services such as drinking water, sewage dis- 
posal, police, and genert al welfare. 

Great concern was expressed to the subcommittee by United States 
officials and representatives of the Government of the Ryukyus 
Islands (GRI) over the problem of land acquisition. Looking into 
this most critical problem, the subcommittee found that we took the 
first land in the Ryukyus by military conquest and we paid nothing 
for its use until 1950 when the Congress authorized the payment of 
rent to the extent of $700,000 a year. According to the chairman of 
the Land Advisory Board of the GRI, the rental rates payable are 
far too low. For example, rental of a 2,000 tsubo area (1 tsubo 
equals 36 square feet) would give the landowner a monthly rental of 
$6.66. As this amount of land will supply sufficient food to feed 
family of five, it was pointed out that the landowner could hardly be 
blamed for being reluctant to rent his land to the United States forces. 

Even this extremely low rental rate, it was learned, is not paid until 
the end of the year. Often the land has been in the possession of the 
owner’s family for generations and he cannot understand why he is 
put off his land and receives no money until the end of the year. 

United States representatives on Okinawa agree that the rental 
amount allowed is inadequate in the face of rising land values and 
other costs, conditions which the United States has created. It was 
estimated that the value of the land required by the United States is 
probably in the vicinity of $17.5 million and it was suggested that we 
should buy outright only that portion of the land taken without hope 
of restoration to its original owner, such as in the case of that land 
occupied by permanent-type construction. Other lands used should 
be rented at a fair rate from its owners. It was further recommended 
that the land needs of the United States military forces be constantly 
surveyed and that land no longer required be turned back to its owner. 
The subcommittee was also informed that there is being forwarded 
through military channels recommendations concerning this knotty 
problem which will offer a solution which, it is believed, will be the 
fairest possible one for both the Ryukyuan people and the United 
otates. 

The subcommittee also reviewed the status of construction on 
Okinawa. In order to establish a historic basis for information, the 
members were told how, in 1946, a 5-year construction program was 
begun but allowed to decline due to lack of funds and our troops 
continued to live in lightweight, prefabricated structures until 1949 
when a typhoon struck and left the island in a shambles 

The Congress approved a report submitted by the Corps of Engi- 
neers which recommended construction of permanent-type quarters 
capable of withstanding typhoons, earthquakes, and termites. This 
program envisioned maximum use of Japanese and Okinawan material 
and labor. This policy, it was recognized, would require longer 
building time with appropriations to continue over a number of years 
but would result in lower cost construction and would reduce the 
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direct monetary support the United States would have to pour into 
the economies of Japan and Okinawa. 

This lessening cost hope now appears to be working out. In 1946 
it was estimated that the construction costs would be three times the 
United States costs. In 1951 the ratio was down to 1.9 of the United 
States cost; in 1952 the figure was 1.5 of the United States cost and 
the subcommittee was highly pleased to hear that the costs are now 
(1953) approximately equal to those in the United States. As 
matter of fact, barracks and quarters cost somewhat less than in the 
United States while heavy construction and special mechanical items 
cost a little more than in the United States. 

It was explained to the subcommittee that cost reductions have been 
brought about by design standardization, the longer period allowed 
for plant and equipment expenditure amortization and also a steady 
increase in the skill of the average Okinawan worker. In order to 
demonstrate these points, the subcommittee was taken to an ares 
where standardized houses were being assembled by Okinawan laborers 
under supervision of a Japanese foreman. In the operation viewed, 
large, precast concrete roof slabs were being hoisted and emplaced on 
the masonry walls of one of the houses. The precision and speed 
with which this erew worked was clearly evident. There is every 
indication that, out of funds appropriated in 1953 for Army and Air 
Force construction, savings of over $15 million will be effected. 

It was also pointed out that to complete the program on Okinawa at 
the most advantageous costs now being attained, it is important to 
continue appropriations at the present approximate level, thereby 
taking full advantage of the currently mobilized contractors, con- 
struction plant and equipment and the skilled labor force. 

Statistics were furnished the subcommittee concerning the Oki- 
nawan construction program. They appear in the appendix to this 
report. 

The subcommittee also met with the Commander, Twentieth Air 
Force, and discussed with him the part his command plays in the Far 
East. An interesting fact which he pointed out was that Okinawa is 
the only base complex in the Far East, other than Guam, where any 
weapons or any projected weapons system can be used without 
political implications. 

The subcommittee was advised that during World War II the 
command was capable of putting 800 B-29’s across Japanese targets 
daily but that today it consists primarily of an air base complex on 
Okinawa and Guam, ready to support air operations in the Far East. 
Its missions are primarily to— 

(1) Support any mission assigned by the Far East Air Forces (such 
as participation during the last 3 vears in the ies War 

(2) Support of emergency war plan missions of the Strategic Air 
Command. 

(3) The air defense of its bases and adjacent areas. 

(4) Secondary missions include air traffic control and air-sea rescue 
in its assigned areas. 

Okinawa is in an advantageous location in its position about midway 
along the base of the triangle formed by Tokyo, Guam, and Manila. 
From Okinawa it is 960 miles to Tokvo, 870 miles to Nie irk Field in 
the Philippines, 1,400 miles to Guam, and : approxims itely 750 ns autic al 
miles to the lines in Korea. Westward it is 465 miles from Shanghai, 
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365 miles to the nearest Chinese Communist airfield. The subcom- 
mittee was informed that the already obsolete B-29 heavy bomber 
carrying a 20,000 pound load of conventional bombs could range out 
to a radius of approximately 1,500 miles and that with a 10,000 pound 
load it could increase its radius to slightly over 2,000 miles. This 
range takes in Manchuria, the lower part of eastern Siberia, w est along 
the Trans-Siberian Railroad to Lake Baikal, all of industrial China 
almost to Calcutta, and well into Southeast Asia. 

More than that, it was pointed out that long-range bombers can 
cover any target in the Soviet Union and can land on airfields in Green- 
land, England, North Africa, or the Middle East. Conversely, flights 
originating from these bases can land at Okinawa. Once air superior- 
itv is obtained, Okinawa can be used as a permanent operating base, 
while Guam, more remote and relatively safe from attack, can act as 
an operating and backup base. 

Defensively, Okinawa is not so advantageously located. Modern 
jet aircraft operating from bases in Communist China could reach 
Okinawa in less than 1 hour. In recognition of this vulnerability, 
which will continue until air superiority over enemy air bases is gained, 
the passive defenses of Okinawa and Guam are being augmented 
continually and their systems are integrated into the overall Far East 
defensive system. 

The air bases on Okinawa are continually being strengthened to 
meet any new emergency. All equipment is being kept up-to-date 
and the subcommittee is of the opinion that Okinawa is well staffed 
and will not be caught short-handed in the event of a hostile attack. 

The subcommittee was told that since operational priorities have 
caused the programing of the major part of Air Force money into 
airfield pavements and facilities, there remain serious deficiencies in 
family housing and recreational facilities. It is estimated that there 
will be an eventual need for 1,620 additional family quarters and it is 
recommended that these buildings be built in continued increments in 
order to sustain the construction forces now mobilized. 

With reference to barracks, our military commanders feel that, 
based on 1956 strength projections, barr: acks and bachelor quarters 
at Naha and Kadena now existing or under construction will be suffi- 
cient with the possible exception that Naha may require 400 to 500 
more barrack spaces. Bachelor officer quarter spaces at Kadena 
depend upon the construction of family housing. At present. there 
are so many personnel on temporary duty and unaccompanied by 
dependents that there is a shortage of 800 permanent-tvpe spaces. 

Our Okinawan commanders made a strong plea for recreational 
facilities, pointing out that, unlike the United States, Europe, and 
Japan, Okinawa has no appropriate off-base facilities for recreation 
and that, consequently, the matter of superior on-base facilities is 
vital to the morale and welfare of the garrison. At present, none of 
the air bases have permanent club facilities and hobby shops and 
athletic facilities are below standard. 

The subcommittee was provided with a rough breakdown of how 
appropriations have been spent on Okinawa and Guam from 1951 to 
date and what funds are being requested in fiscal year 1955: 
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Le Peds Okinawa 
Kadena Air Force Base: 
UR hh eer re Air ane Se ee wisi tema cede ane ae ee 
Housing---------- Ae ee ane mee . 21, 691, 000 
Facilities - a Data es edna gate we _ 16, 953, 000 
Special projects _ - - - ile ae ena 14, 867, 000 
Total funded_-_-_-_-- sa pode ; 76, 045, 000 
Needed to complete master plan ; oe 38, 000, 000 
Asked for in fiscal year 1955 budget : ; ; 7, 790, 000 
Naha Air Force Base: 
Airfields eos . - : 8, 202, 000 
Housing 7 8, 980, 000 
Facilities 4 , oe 3 ; : 14, 616, 000 
Special projects - - ~~ - -- : ae 8, 234, 000 
Total funded 10, 032, 000 
Needed to complete master plan___ : 51, 000, 000 
Asked for in fiscal year 1955 budget ; 6, 907, 000 


Guam 
Andersen Air Force Base: 
Airfields Letctincauacad eax 1, 001, 000 
Housing 14, 215, 000 
Facilities 14, 175, 000 
Special projects - - - i 11, 592, 000 


Total funded i ay acs 40, 883, 000 
Needed to complete (cost factor 2.2 92, 000. 000 
Asked for in fiscal year 1955 budget_-__---_- 11, 856, 000 

Total funded Air Force, Okinawa 116, 077, 000 
Total funded Air Force, Guam 5 40, 883, 000 
20th Air Force total - e« 156, 950, 000 
Total plan Air Force, Okinawa_-_. sha Ta acute ats ‘ 205, 077, 000 
Total plan Air Force, Guam_ - - — i ‘ 132, 883, 000 
20th: Air Forée total... -cecsenccccs Sasa — 337, 960, 000 


With the expenditure above, the 20th Air Force will have the 
capability of supporting heavy, medium, light bomber, and fighter 
interceptor units. 

The fact must be reiterated that a trained construction force has 
been mobilized by the Okinawan Engineer District which is capable 
of doing $80 million in work per year and that, in addition, the Air 
Force constructs its own airfields. The cost of plants and equip- 
ment has been amortized. Because of these factors, construction 
costs are descending and should go lower providing the work is con- 
tinued at a reasonable rate. Dollarwise it is important to carry on 
the master construction plan for Okinawa without interruption in 
order to avoid demobilization and consequent remobilization of con- 
struction forces which will boost costs again. 

The subcommittee was furnished with a study concerning the con- 
struction of family housing for service people which, it is believed, 
deserves consideration and follows in the appendix of this report 
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Concerning the naval activities on Okinawa the subcommittee was 
informed that naval units at the naval air facility, Naha, function 
to provide a base for naval land planes operating in the Ryukyuan 
area and that seaplane operations are conducted from the seadrome 
in Buckner Bay with a seaplane tender in attendance. The Air 
Force supplies the small naval unit with all facilities common to both 
services, avoiding costly duplications. The naval air facility was 
reestablished in 1951 and an additional $7 million will be needed t 
make it a reasonably effective small unit of a shore establishment. 

The subcommittee was also told of the importance of developing 
Buckner Bay as a secondary fleet anchorage and operating base. 
This, it is understood, could be done by providing a minimum installa- 
tion at Katchin Hanko, a penninsula which forms the northern shore 
of the bay. ‘This installation should include a seaplane ramp, a second 
deep-water finger pier, and an iy eager pier. In World War II, 
Buckner Bay was used extensively by the Navy and it is felt that this 
ald Seanen again in the event of another mobilization. Finally, 
it is understood, that Yonabaru, an inactive airfield on the western 
shore of Buckner Bay, would be required in the event of mobilization 
for support of reconnaissance and antisubmarine warfare, plus opera- 
tions of a Marine Corps air group. At the present, the main runway 
at Yonabaru is usable but the taxiways have gone back to nature and 
the buildings have been removed. 

Okinawa truly has become the “Keystone of the Pacific” and a vital 
link in our defensive strategy. Following discussions with our 
military commanders and staffs, and after inspecting the huge defen- 
sive plant already constructed on Okinawa, the subcommittee believes 
that Okinawa and all militarily important adjacent islands should be 
retained under the control of the United States for the foreseeable 
future. This bastion in the Pacific is too vital to the continued peace 
of the world to be givenaway. Furthermore, it is inconceivable to the 
subcommittee that any thought, at the present time, should be given 
to returning those islands adjacent to Okinawa to Japan. Such 
move would ¢ ripple the defenses of this great base in the Pacific. 

The ee believes that some provision must be made by 
the Congress for payment : advance re —e rentals to Okinawan 
landowners whose property is being used by United States agencies 
and that, where necessary in the case of died occupied by permanent- 
type installations, the land be purchased from its owners. In this 
connection, current resettlement activities on the Island of Yaeyama 
should receive the United States logistical and financial support 
required to effect the program successfully. 

Lastly, the subcommittee, through personal inspection, believes 
that the construction force mobilized on Okinawa is now demon- 
strating a high degree of efficiene Vv and the ability to effect considerable 
savings in construction costs. The —~ omm Lite e recommends that 
every consideration should be given by the Congress to authorizing 
needed construction at a regular rate in each fiscal year so that this 
planning and labor force may maintain its present level of efficiency. 





REPORT OF A SPECIAL SUBCOMMITTEE 17 
FORMOSA 


Since December 8, 1949, Formosa (Taiwan) has been the last strong- 
hold of the Republic of China. Formosa is a tobacco-leaf shaped 
island, 240 miles long and 60-90 miles wide, slightly smaller than the 
States of Vermont and Connecticut combined (13,800 square miles), 
Lying astride the Tropic of Cancer its climate ranges from warm to 
cool winters, and earthquakes and typhoons strike periodic ally. The 

eastern half of the island is exceédingly steep and mountainous while 
the western slope is flat, fertile, and well cultivated, yielding two rice 
crops each year. 

Under Japanese rule for 50 years until restored to China in 1945, 
most adult Formosans speak Japanese as a second language. Due to 
their ancestors’ migration from the Chinese mainland within the last 
300 vears, their first language is Chinese. Since the restoration of 
Chinese control, Mandarin has replaced Japanese in the school system, 

Formosa proper has a population of nearly 10,000,000 and the 
Pescadores nearly 85,000. Approximately 60 percent of the popula- 
tion is literate. 

The Government of the Republic of China is the official government 
of China and Formosa and the Pescadores constitute an integral part 
of China as a lost territory restorable under the provisions of the 
Cairo and Potsdam declarations. 

The Chinese Government is composed of the National Assembly, 
whose members are elected on the basis of territorial and gy ssional 
representation and who serve for a 6-vear term subject to recall. 
The National Assembly elects a president and a vice president for 
6-vear terms and also has the power to amend the constitution. Aside 
from a short period in 1949 when he went into semiretirement, Gen- 
eralissimo Chiang Kai-shek has been the president of the Republic of 
China since 1943 ii has been virtual ruler of ~ country since 1927, 

From the date of its arrival on Formosa, the Chinese Government 
has followed a foreign policy greatly influenced by the fact that it is 
located on an overcrowded, economically unstable territory vulnerable 
to Communist attack, however, the Government is convinced that it 
is capable of maintaining itself as a power in the Far East and of 
being the legal representative of the people of China. Chinese leaders 
are equally firm in their belief that ultimately they will return to 
the Chinese mainland and will assume leadership of their entire 
country. With these policies in mind, the Chinese leaders have fought 
valiantly to maintain control over the island of Taiwan, to hold their 
position as representatives of China in the U. N. and other inter- 
national organizations, to strike a militant posture among those 
nations of the Far East opposing Communist aggression, and to 
secure and hold increased support, both moral and material, from the 
United States. 

As announced by the President in June 1950, it is a basic policy of 
the United States to assist the Government of the Republic of China 
in maintaining control over Formosa and the Pescadores—the United 


States 7th Fleet being directed to repel any attack on Formosa. The 
United States also is assisting the Republic of China to strengthen its 
military posture. A military assistance advisory group (MAAG) 
has been operating on Formosa since May 1951 reequipping and as- 
sisting in training the Chinese Army, Navy, and Air Force. Addi- 
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tionally, the United States is helping the Chinese develop their 
economy to a point capable of providing their economic needs, support- 
ing their large military establishment, and revitalizing their political 
institutions. 

During its stay on Formosa, the subcommittee generally was pleased 
with the performance of the various United States civilian and military 
personnel encountered. 

Although the subcommittee was gheered by the fact that the flow 
of military hardware had been stepped up within the past year, there 
was some indication that the Chinese maintenance of the mechanized 
equipment furnished is below par. The subcommittee was assured 
that our military representatives are aware of this deficiency and feel 
that the situation is correctible and will respond to training. Our 
military representatives in Formosa have taken a realistic position 
and have advised the Chinese that they must stress the maintenance 
of equipment received by them, for otherwise, they cannot expect the 
continued flow of such equipment. 

While the details of their military organization is, of course, for the 
Chinese to determine, the subcommittee is disturbed by the presence 
of political officers within the Chinese military units. It is felt this 
may have an adverse effect upon the maximum use that can be made 
of the military equipment and aid which we are furnishing. 

The subcommittee found that many high-ranking officers of the 
Chinese Army are in attendance or have attended the United States 
War College. This desire to pursue higher military education is to 
be commended. 

The subcommittee paid a visit to the offshore islands and, while 
there, inspected the Chinese troops and their combat positions. The 
professional manner with which these positions were organized, with 
interlocking fields of fire and in great depth, indicated that these vet- 
eran soldiers and their commanders are competent. As is usual when 
troops are disposed within striking distance of a hostile force, they 
were noticeably alert and combat ready. 

The subcommittee also inspected the naval base at Tsoying and, 
while there, observed an amphibious exercise involving a sizable Chi- 
nese marine force which landed on a beach using tracked landing ve- 
hicles and under cover of defensive fire from destroyers. This exer- 
cise, a difficult one for any military unit, was conducted with neatness 
and dispatch and the marines exploited it by driving inland with 
great vigor. 

After conclusion of the landing operation, the subcommittee ins 
spected a large formation of Chinese naval personnel and several 
naval vessels. 

Time did not permit the subcommittee to visit the arsenals in Taiwan 
but the Chinese military authorities arranged to have their various 
products laid out on display and also provided the members with 
statistics concerning ordnance production. The ordnance samples 
displayed appeared to compare favorably with United States manu- 
factured items of the same type. 

The arsenals employ approximately 10,000 employees and have a 
total of 5,500 machines, more than the total number of civil-owned 
machines on Formosa. 

Through MAAG and FOA auspices, approximately $17 million has 
been allocated to the development of Chinese ordnance production 
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and construction. In addition, technical assistance has been given to 
the program. Development of the Chinese Republic’s ordnance pro- 
duction capability has been aided further by the offshore procurement 
program. Currently production is being carried out on a $5.8 mil- 
lion ammunition contract and the Chinese hope to be given a $10 
million contract in 1954. In meetings with top Chinese civilian and 
military men, the subcommittee gained the feeling that the leaders of 
the Republic of China are fully aware of the fact that they now are 
in a period of critical decision and that they, consequently, are doing 
their best in every respect. 

The meetings with President and Madame Chiang Kai-shek left the 
subcommittee with the opinion that they, too, are alert to the diffi- 
culties in the task ahead. ‘This determined attitude of the Chinese 
Nationalist leadership was very gratifying to the subcommittee. 

The subcommittee believes that the time is coming when it will have 
to be decided what use can be made of the Chinese Government forces 
in Formosa. If they are to be used only to defend Formosa and 
maintain the present relationship between the Government and the 
Peiping regime, then it is probably a safe assumption that some man- 
power limits will need to be imposed and the armament program will 
need to be shaped according to the limited mission. If, on the other 
hand, the plan is to provide the forces of the Government of action 
with the capability of landing on the mainland in force and beginning 
the liberation of China, a considerable expansion of these forces will 
be required. It is with this thought in mind that the subcommittee 
wishes to express the further belief, not original by any means, but 

certainly still apropos that, under the leade ‘rship of Chiang Kai-shek, 
the free world has in the Chinese government a friendly far eastern 
force with powerful appeal to influential groups in many countries in 
Asia. These friendly people deserve all the support they require to 
keep them strong. 

HONG KONG 


During its short stay in Hong Kong the subcommittee was most 
depressed by the incredibly crowded conditions encountered. Entire 
Chinese families, consisting of large numbers of children of all ages, 
live in tiny hovels or in hallways or areaways between buildings. 
Sanitation conditions in the native quarters are far below the standards 
we recognize as being normal, due to this condition of dreadful 
overcrowding. 

Estimates vary widely as to the population of Hong Kong. The 
last official census taken in 1931 reported a population of 849,751. 
Chinese refugees fleeing from the Communist regime have streamed 
into the tiny colony until now highly informed officials believe the 
population has swollen to a figure in the vicinity of 2,250,000. 

Some idea of the effect this tremendous influx of refugees has had 
on the British crown colony of Hong Kong can be deduced from these 
statistics: The entire colony comprises an area of approximately 391 
square miles. It includes the principal island, Hong Kong, which is 
11 miles long and 2 to 5 miles wide, and a small portion of the mainland 
of China. Most of the island of Hong Kong is hilly and there is a 
heavily populated urban area in which most of the larger government 
and business buildings are located. When it is considered that the 
population in this confined area has increased roughly threefold, 
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mostly since 1946, the resultant crowding easily can be appreciated 
but when it is further realized that the majority of the increase has 
been ragged, hungry, and penniless refugees, it becomes appallingly 
evident why visitors to the colony are advised to be protected against 
smallpox, typhoid, typhus, tetanus, and cholera. 

Only diligent effort on the part of the British authorities has pre- 
vented the outbreak of serious epidemics. Actually, it is remarkable 
how well the local authorities have done in keeping the urban areas 
clean and free of filth. The ferries, for example, that operate across 
the anchorage between Hong Kong and Kowloon on the mainland 
are unusually clean and bright. 

Hong Kong shares with Macao to the westward the doubtful dis- 
tinction of being one of the few open doors for trade with Communist 
China. After the Suez Cana! opened in 1869 the colony became 
increasingly important as a trading center. This increase in trade 
and consequent importance continued through World ee 1 and 
until the colony was occupied in December 1941 by the Japanese. 
After World War II, following 3% years of Japanese occupation, 
Hong Kong made an astonishing recovery and, in this postwar period, 
the value of its imports and exports continued to rise, continuing 
through the outbreak of fighting in Korea until it hit a peak in March 
1951 of $9,303,000, Hong Kong dollars, about 30 percent of which 
was in trade with Communist China. Subsequent export restrictions 
have leveled off this volume of trade somewhat. 

Traditional trade patterns between Hong Kong and the Chinese 
mainland have posed special problems in connection with _— ement 
of the U. N. embargo in trade in war materials with Communist 
China and North Korea. United States officials report that the 
British have cooperated splendidly despite resultant financial losses 
and they continue to crack down on smuggling. A portion of the 
food consumed by residents of Hong Kong is imported from Red 
China. Controls on exports of certain strategic goods is a source of 
some friction between the United States and the United Kingdom, 
with the latter country being insistent that it is doing all it can to 
restrict this type of trade. 

The British are doing a good job in Hong Kong considering their 
proximity to Communist China. Agitators are kept down in labor 
unions; Chinese editors of inflammatory or otherwise objectionable 
material have been expelled; the colony is well policed. The welfare, 
educational, police, sanitation, and medical agencies are struggling 
to cope with the refugee influx, and, as can well be imagined, the 
problems of food supply, unemployment, and housing are fearful. 


THE PHILIPPINE ISLANDS 


Upon departure from Hong Kong, the subcommittee proceeded to 
Manila for a short visit. At the time, the presidential election cam- 
paign was being waged between incumbent, President Elpedio Quirino, 
and Ramon Magsaysay. The subcommittee had heard persistent 
reports that there was a possibility that the election would be con- 
ducted dishonestly and violence would be experienced. Therefore, 
the campaign was of particular interest in that the election was a 
test that would determine, in part at least, whether the United States 
had built soundly in its effort to establish a strong desire for a repre- 
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sentative government among the people of the Philippines. The 
members of the subcommittee had no desire to take sides in the elec- 
tion, nor did they. 

It is now known that the fears expressed by some before the election 
were groundless and that the elections were conducted honestly and 
with very little disturbance. The fact that the elections were held 
in the democratic way is gratifying to the subcommittee for it is felt 
that the Philippine people, their government and their political 
parties have unmistakably demonstrated for all the world to see that 
they are a politically mature nation, entirely fit to assume an equal 
position with their fellow republics. This splendid acc omplishment 
of the people of the Philippines is a bright and heartening experience 
which sets an impressive standard for a world in which there are all 
too many places where the rights of the private citizen to be heard 
and to freely cast his vote has been abrogated. 

It is niin that the United States has a historical interest in 
the Philippine Islands. It is important that the Philippine Govern- 
ment be maintained in sound condition as it constitutes an important 
bulwark in the fight against Communism in the Orient. Due in a 
large part to the efforts of the new President, Ramon Magsaysay, 
and his predecessor, Elpidio Quirino, the Communists in the Philip- 
pines are in descendancy ; however, the Communist Party still remains 
in existence as an illegal organization. It has a military foree in 
being known as the Hukbalahaps and is in contact with world head- 
quarters of the Communist Party. Consequently, the Hukbalahaps 
continue to threaten Philippine security and the security of our 
important air and naval bases on the islands, requiring our military 
personnel to remain constantly on the alert to prevent overt attacks 
against these installations. Nonetheless, the Communist picture in 
the Philippines is much imporved over previous vears and, with Presi- 
dent Magsaysay at the head of the Government, it may be assumed 
that conditions in this respect will continue to improve. 

There can be no doubt, and it is so recognized, that the Philippines 
are economically in worse condition now than before World War II. 
Their industries were largely destroyed in the fighting and subsequent 
Japanese occupation. Furthermore, their trade relations with many 
countries have been curtailed or discontinued. Additionally, their 
population continues to rise but its productivity has not been con- 
currently elevated. 

Much work remains to be done in the land-reform program. Land 
records are generally highly centralized and no land surveys of appre- 
ciable value are available. Experts in this field are now attempting to 
clarify this problem. 

Inflation is another serious problem facing the Philippine govern- 
ment. Until 1952, the Philippines had a deficit government and since 
that year, taxation levels have been dropping. 

Military personnel in the Philippines are paid in military script. 
The subcommittee was advised that this is causing some hardship to 
members of our Armed Forces stationed there and is resulting in oper- 
ations in the black market. The subcommittee has brought this to 
the attention of the Department of Defense and it is understood that 
a committee has been formed within the Department, in cooperation 
with the Treasury and State Departments, in order that this matter 
might be thoroughly studied. This committee is well aware of the 
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existing problems concerning the use of military script in the Philip- 
pines and, although no final decision has been made as to whether the 
use of military script should be discontinued, the subcommittee feels 
that careful consideration should be given to such a decision. 

Our field commanders in the Philippines discussed with the sub- 
comunittee the plans proposed to make maximum use of existing facili- 
ties and to prevent future const ruction duplication. Generally, these 
plans include reduction of activities at the Sangley Point Naval Air 
Facility with an attendant increase in these activities in the region of 
Subic Bay. A tank farm will be established at Subic Bay to care for 
the fuel and lubricant (POL) requirements of the Navy. Within the 
tank farm provision will be made for the storage of POL required by 
the Air Force and it is proposed to lay a pipeline to our strategic air 
base at Clark Field, doing away with the present overland hauling of 
POL. It is also planned to construct a service road between Subic 
Bay and Clark Field, effecting further savings by providing for joint 
usage of the hospital and other facilities at Clark Field. 

The subcommittee believes that the successful operation of the 
Philippine Government is noteworthy. The islands had been governed 
by the United States for some 48 years, during which time a modern 
educational system was developed. This resulted in raising the 
literacy of the people to over 50 percent. Local self-government was 
encouraged and natives of the Philippines were employed in that 
governmental structure. This has proved to be a valuable asset in 
giving the people the ability to develop and handle their own govern- 
ment. Many people have looked upon the liberation of the Philip- 
pines as one of the most significant political steps to be taken by a 
great power in the last century, The freedom of the Philippines was 
gladly granted by the United States because it was believed that the 
citizens of the islands were ready for self-government. This has 
demonstrated that the United States had no imperialistic designs in 
the Philippines or elsewhere in the world. The conduct of the United 
States in this regard is looked upon with favor in many of the countries 
visited in southeast Asia. Many of the countries of the world are 
hoping for the same type of liberation that has been given to the 
Philippines by the United States. Many people of the Far Kast 
believe the Philippines to be the “show case of freedom.”’ 

As the subcommittee left the Philippine Islands, it took away the 
impression that this new nation continues to be faced with weighty 
internal and external problems. However, the lessons of representa- 
tive government appear to have been learned by its people and surely, 
with courage and initiative and the continued support and confidence 
of the Western World, they can subdue subversive forces seeking to 
destroy their unity and become one of the powerful free nations in the 


Pacific. 


CROWN COLONY OF SINGAPORE AND FEDERATED STATES OF 
MALAYA 


Singapore and the Federation of Malaya is vitally important to 
the free world, not only because of its strategic location but for its 
resources in rubber and tin. 

Singapore is an island with an area of 217 square miles and it is 
part of the Crown Colony which also includes the Christmas Islands. 
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Sir John F. Nicoll is governor and he is advised on matters of policy 
administration by an appointed executive council of 12. The legis- 
lative council comprises the governor as chairman and 25 members, 
of which 13 are appointed and 12 elected. The laws of the colony 
are adopted by the legislative council and assented to by the governor. 

The Singapore City Council, which administers city affairs, com- 
prises an appointed president and 27 councilors. 

The Office of the Commissioner General for the United Kingdom 
in southeast Asia is also in Singapore, as are the headquarters of the 
three British Commissioners-in-Chief for the Far East. 

The Office of Commissioner General of the United Kingdom in 
southeast Asia, presently held by Right Hon. Malcolm MacDon- 
ald, son of the late Ramse ‘y MacDonald, is a departure from the nor- 
mal concept of foreign relations in that it is charged with being a 
good-will ambassador to coordinate, generally by persuasive methods, 
the activities of the various British interests in the area. The com- 
missioner general has no administrative functions, but he is entitled 
to ambassadorial rank when visiting British possessions. One of his 
functions is to make direct reports to the British Foreign Office, as 
well as to the Colonial Office. He does not supersede resident 
ambassadors in any country within his jurisdiction, but by sheer 
weight of persuasion and logic has been able to coordinate the efforts 
of the United Kingdom in his area. 

Directly to the north of the Crown Colony of Singapore is the 
Federation of Malaya which has an area of 50,660 square miles and 
whose capitol is at Kuala Lumpur. The Federation, consisting of 
nine Malayan States, is, in effect, a British protectorate. The chief 
executive is the British High Commissioner, presently Gen. Sir 
Gerald Templer. In the Federation agreements of 1948, the rulers of 
the Malayan States assented, ‘To accept the advice of the High Com- 
missioner in all matters connected with the government of the Federa- 
tion” except those matters pertaining to the Muslim religion and 
Malayan customs. An appointed executive council of 14 advises the 
High Commissioner. The legislative council comprises a speaker and, 
75 members, appointed by the High Commissioner. 

The political situation in Malaya has as a major ingredient the 
multiracial composition of the Malayan population. The two largest 
population groups—i. e., the ¢ ‘hinese and Malays—are almost equal in 
size but are different in their characteristics. The Malays have greater 
political rights and influence than the Chinese, who control more 
wealth than do the Malays. The Malays are devout Muslims, a fact 
which tends not only to discourage intermarriage with the Chinese, 
but constitutes a barrier against communism. A third major popu- 
lation group, the Indians, is much smaller than the other two but 
quite active politically. 

Nconomically speaking, the Federation of Malaya is solely a pro- 
ducer of raw materials, furnishing over one-third of the world’s rub- 
ber—its major cash crop—about one-third of the world’s tin and lesser 
amounts of palm oil, copra, rice—in which it is about 50 percent self- 
sufficient—iron ore and bauxite. It has no secondary industries to 
speak of and is dependent, therefore, on world prices on rubber and 
to a lesser extent, tin and the other raw materials it produces. 

The Federation Government revenues are chiefly derived from: 
(1) Export taxes on tin and rubber shipments, which taxes are tied 
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to the market price of each commodity; (2) excises on tobacco prod- 
ucts and liquor; (3) ee duties; and (4) income taxes. During 
previous boom years, the Government wisely saved considers able sums, 
into which it is now dipping because of declining revenues. However, 
this year and in all likelihood the next, there will be a sizable deficit 
due to the inability of the Government to meet recurrent operating 
expenses and costs of the emergency out of its own resources. Today, 
the expense of the war against the Com™nunist terrorists in Malaya is 
taking approximately 27 percent of all tax revenues of the federation 
of Malaya. ‘To this, the United Kingdom is making sizable material 
contributions. Without the extraordinary expense of waging the war 
against the Communist terrorists, the Federation Government would 
be in a good financial condition. 

The United States Government has no aid program for Malaya, 
although it has given a small amount of road-building and aviation 
equipment to the Malayan Government. 

In contrast to the Federation’s troubles, the colony of Singapore 
is in sound financial shape. It is a free port, deriving its government 
income from import taxes on liquor, tobacco and petroleum products, 
and taxes on private income. It lives and has flourished on trade. 
Unlike Malaya, Singapore does not suffer from the handicap of rely- 
ing solely on a two-commodity economy—tin and rubber. On the 
island of Singapore, there are secondary industries, although admittedly 
small, which together with the foreign trade operate as a cushion for 
the recent reductions in the price of tin and rubber. 

The stated British Government policy for the Federation of Malaya 
is that Malaya should, in due course, become a fully self-governing 
nation, which it is hoped will be within the British Commonwe: alth. 
The British are seeking to increase the evolution of such a nation by 
restoring law and order and by assisting in furthering the Federation’s 
economic and political development. 

Malaya has, since mid-1948, been the scene of a shooting war against 
communism. ‘The Communists in Malaya, as elsewhere in Asia, have 
attempted to represent their acts of terrorism as efforts to liberate 
Malaya and to represent themselves as the true champions of Asian 
and Malayan nationalism. Recently, they have shifted the emphasis 
of their activities from indiscriminate terrorism to political infiltration 
and subversion. 

The so-called war in Malaya is not a war as so many of us envision it, 
‘There are no drawn lines of battle. On the contrary, the Communists 
have been limited to committing acts of terrorism. They conceal 
themselves in the jungle from which they make sporadic attacks on 
the British and Malayan forces. 

Even so, the importance of the struggle against the Communists in 
Malaya cannot be overemphasized. <A look at a map of southeast 
Asia quickly establishes the strategic importance of Malaya. It can 
be compared to a dagger pointing at Indonesia. From a military 
standpoint, to lose Malaya would be a serious blow to the free world, 
not only because of its strategic geographical location, but because 
of the resultant loss of its vital natural resources. 

The subcommittee was told that there has been steady improvement 
in the military situation in Malaya. In the latter part of 1951, the 
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Communists were doing their greatest damage. The statistics below 
will serve to show the improvement since that date. 


J . wo Jar I 

LD Y51 Jul ] 
Communist-created incidents 3, 1H 614 
Terrorists eliminated 600 589 
Malayan and British security forces killed Q4¢ 


Civilians killed 25 
Surrenders (per montt 


One can easily see from the foregoing that this is a small struggle in 
comparison with the fighting in Korea and Indochina. However, it 
has been held to a small operation by the efforts of the British and 
Malayans who presently are commanded by Gen. Sir Gerald Templer. 

There are other encouraging improvements. The police force is 
better organized and trained; it is more effective in collecting, evalu- 
ating, disseminating, and acting upon information. The people have 
gained more confidence in the security forces and now are more willing 
to come forward with information. Under General Templer’s leader- 
ship, the army, navy, air, police, and civil administration have been 
welded into a smoothly functioning team, 

Formerly, the Communists had almost a freehand among the 
aborigines in the deep jungle and hence had a safe haven from the 
security forces. A series of deep-jungle forts h: ave now been estab- 
lished and are winning over the aborigines with food, medicine, and 
other supplies which the Communists are unable to provide. 

Even with this steady improve ment, the situation is not entirely 
solved. For instance, the Communists have changed their tactics to 
combat the increased efficiency of General Templer’s forces. They 
have issued directives that subordinate the military effort to the 
political effort. This is designed to win back the support of the 
masses and to form them into a united front. In addition, the hard 
core of the party has not been seriously crippled, despite the fact that 
more of their leaders are being killed. For example, surrenders, 
while increasing, have not been numerous enough to indicate that the 
party morale is cracking seriously. Furthermore, although the Ma- 
layan security forces have eliminated approximately 6,500 terrorists 
since the emergency began, the present armed strength of the Com- 
munists is estimated at about 6,000—a very small decrease in numbers. 
Consequently, it is evident that the Communists are able to replace 
their losses by recruitment. 

The Communist armed forces of approximately 6,000 are supported 
by a civilian element known as the Min Yuen. This unarmed force 
has been estimated to number from 10,000 to 100,000 and it is from 
this force that the necessary Communist funds, supplies, and recruits 
come. Finally, the attitude of the people is still a big question mark. 
There are many fence sitters of all nationalities in Malaya who are 
waiting to see who will be the final victor in the struggle. 

It can only be concluded, therefore, that while the military situation 
in Malaya has improved noticeably in the last 18 months, there is 
still in existence in Malaya a well-organized, well-trained, well-led 
and well-disciplined Communist force. This force retains the poten- 
tial of accelerating terrorism at any time. Like the thief, the Com- 
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munist guerilla has a certain initiative that can never completely be 
denied him. This threatening situation is likely to continue until 
the Malayan security forces have eliminated the Communist leaders 
or until the Min Yuen and the armed Communists are convinced 
that Communist world revolution cannot succeed. It can be expected 
that any deterioration in the international situation—particularly 
in Indochina—will aggravate the emergency in Malaya. 

Some comment must be made in this report concerning Malaya’s 
principal commodities, tin and rubber and their influence on the 
economy of Malaya. While in Malaya, the subcommittee took the 
opportunity to visit Kuala Lumpur, capital of the Federation and 
inspected nearby rubber plants and tin mines. The subcommittee 
also conferred with local rubber producers and mine owners who 
pointed out that during the period following outbreak of hostilities in 
Korea, the prices of tin and rubber rose to unprecedented heights and 
the ensuing prosperity enabled many laborers to purchase consumer 
goods and enjoy a much higher standard of living. Unfortunately, 
they accumulated little or no savings so that today, during the down- 
ward price adjustment of Malayan products, they, and most of the 
Federation, are having a difficult time. While the cost of living has 
continued on an elevated level. the wages of unionized rubber workers 
have been successively cut and the pay of an even larger number of 
nonunion workers has been directly affected. 

The natural rubber industry is particularly sensitive to world 
market fluetuations because of its relatively fixed costs of produc- 
tion and taxes. Finally, the selling price of rubber is important to 
Malaya because it is a major determining factor in the level of the 
purchasing power of the country. 

The subcommittee is undecided what the Congress can do to assist 
in stabilizing the market for natural rubber and tin. It is recognized 
that fertile ground for communism exists when laborers are under- 
paid or are unemployed. This is true in all trades and is not limited 
to the rubber worker or the tin miner. The Congress has recently 
enacted a law providing for the disposal to private enterprise of the 
synthetic Powichn — owned by the Government. The industry in 
Malaya is fearful of what will happen to world rubber prices until 
the disposal eesti set up by the statute, has been executed. 
Malaya depends, to a great extent, upon the United States market, 
which is, of course, governed by the policies of both the American 
Government and private enterprise. 


INDOCHINA 


Indochina is one of the important strategic locations in the world 
today. For nearly 8 years, this unhappy land has been wracked by 
a war which is a struggle to halt the Soviet-Communist bloe’s drive 
for world conquest and, particularly, the conquest of southeast Asia. 

To understand the situation in Indochina, one must first have an 
understanding of its area and boundaries which make it strategic. 

Indochina is a part of the French Union. It consists of three newly 
independent states now in the embryonic stage of political develop- 
ment. They are Vietnam, Cambodia, and Laos. They extend along 
the eastern half of the Indochinese Peninsula and stretch approxi- 
mately 1,000 miles from north to south. This peninsula is bounded 
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on the north by China; the west by Burma and Thailand; east and 
south by the Gulf of Tonkin and the China Sea; and, to the southwest 
by the Gulf of Thailand. 

The area is divided geographically into four regions. South Vietnam 
(Cochinchina), Cambodia, and southern Laos comprise the vast delta 
and flood plain of the Mekong River. Center Vietnam (Annam) con- 
sists of a long, generally narrow, coastal plain backed by the Annamite 
chain of mountains rising abruptly to an average height of 5,000 to 
6,000 feet, shutting off to the west a large practically uninhabited 
interior. North Vietnam (Tonkin) includes the flood plain and delta 
of the Red and Black Rivers, which extend inland as far as the broad 
Laotian Plateau, and is bounded on the north by mountains along the 
Chinese border. Northern Laos is generally mountainous and thickly 
forested. 

In the Associated States of Indochina, Indochinese troops, together 
with French-Union forces, supported by American economic and mili- 
tary end-item aid have been battling to defeat the Communist-led, 
Red-Chinese-backed, Viet Minh troops, whose aim is to make Cam- 
bodia, Laos, and Vietnam Chinese Communist satellites. 

The importance of this struggle is obvious, for the United States 
and the other free nations must thwart Communist aggression; no 
more battles must be lost to Communist imperialism. But in addi- 
tion to this general interest in preserving the territorial integrity of 
the three newly independent states, the free world is motivated by 
the practical consideration of the strategic position and vital natural 
resources of Indochina. Their geographical location, already de- 
scribed, makes them the strategic key to the rest of southeast Asia. 
If Indochina fell, Thailand and Burma would be in great danger; 
Malaya, Singapore, and even Indonesia would become vulnerable to 
the Communist thrust; and, Ceylon, India, and Pakistan would 
find their new-won liberties imperiled. In addition to the foregoing, 
the Associated States are immensely wealthy in rice, rubber, coal, 
and mineral deposits. 

The Communist are under the leadership of Moscow-trained Ho 
Chi Minh. Russia, its eastern European satellites and Communist 
China have recognized Ho’s movement as the legal government of 
Vietnam. Unfortunately, despite the undisguised Communist char- 
acter of the Viet Minh movement, substantial numbers of non- 
Communist nationalists are still on the side of Ho in the belief that 
they are fighting against the French in a colonial war. 

There are approximately 300,000 Viet Minh troops in the field. 
These are opposed by about 390,000 French-Union-Associated States 
forces. The Vietnamese are supported by French and French-Union 
forces, by the equivalent of almost $1 billion in French outlay, and by 
almost $1 billion in United States armament and economic aid each 
year. On the other hand, the Viet Minh is assisted by Chinese Com- 
munist arms, equipment, and technical advisers. 

The Franco-Vietnamese side possess combat and transport aircraft 
and naval forces; the Viet Minh has none. Communist casualties 
are undoubtedly greater than those of the French-Associated States 
armies, but the Viet Minh is, nevertheless, apparently able to replace 
its losses. The area of control is about equally divided between the 
National Government of Vietnam and the Viet Minh, but the resources 
of the Government-held areas are far greater than those of the Com- 
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munists. It controls the major cities, the best rice lands, most of the 
rubber plantations, coal mines, factories, and key areas of the strategic 
Red River Delta of North Vietnam. The Viet Minh, on the other 
hand, holds the rural areas, the mountains and the jungles. 

Despite the numerical, financial, and economic superiority of the 
French-Vietnamese forces, the military situation has been one of near 
stalemate. Territories have changed hands, only to change back 
again. The Viet Minh infiltrate Franco-Vietnamese held areas, 
and are later dispersed or destroved in periodic clearing operations, 
Unlike the Korean theater, there is no battle line in Indochina. This 
is guerrilla warfare, the very essence of which is fluidity. 

The French now have a new team, headed by forceful, offensive- 
minded Gen. Henri Navarre, directing military operations. The 
subcommittee met with General Navarre on two occasions, and it is 
his opinion that the French Associated States’ side can and will resume 
the initiative and hold it. Since the subcommittee’s visit, the Viet 
Minh have taken the initiative from the French and have driven to the 
Thailand border through the narrow waist of Laos. 

The war is far from won, and there are several cogent reasons for the 
ability of the Viet Minh to maintain its position against great odds. 
First, the Red force depends largely upon guerrilla tactics; it is willing 
to undergo privation and is animated by a fanatical totalitarian 
doctrine, employing police state terrorist methods to control a willing 
or unwilling population. Such a force can maintain control and even 
retain the initiative against a far superior force organized on con- 
ventional military lines. Second, the Viet Minh have the advantage 
of the presently unassailable base provided by Red China—a magnifi- 
cent haven, training ground and supplier of vital equipment. Third, 
the significant non-Communist support the Viet Minh derive through 
exploitation of the strong anticolonialist feeling prevalent among all 
Vietnamese. 

Forceful measures are being taken and progress has been made, 
but much remains to be done. A reorganization of the Vietnamese 
Army is being made. New light “Khinh Quan” battalions are being 
formed and are expected to meet the Viet Minh guerrillas on their own 
terms, to pacify areas gained, and to increase the total number of 
effectives in the field. This decision to use light battalions exemplifies 
the Franco-Vietnam determination to inject something new and 
forceful into the situation to break the present near stalemate. It 
has also been decided that complete military responsibility for the 
retention and control of pacified areas would be turned over to the 
Vietnamese National Army as soon as feasible. Village militias have 
been formed in the north and are being increased in order to give 
rural areas security against Communist terrorism. A major obstacle 
hindering the plans to reorganize and expand the Vietnam armed 
forces is the lack of trained officers and noncommissioned officers. 
Even the training of the ordinary soldier requires time and, again, 
leadership. 

In the Tonkin Delta area, midway between the cities of Hanoi and 
Haiphong, the subcommittee visited a forward command post. 
In this vital area, the French have organized and manned a series of 
forts and have set up a static defense system. The subcommittee 
does not wish to imply criticism of the French tactical plan, because 
it found all responsible French commanders encountered fully aware 
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of the fact that while the forts must be held, their only hope of victory 
was to have sufficient troops to maneuver against the enemy. Until 
such time as more Vietnamese are trained, this is not possible. 

Witb respect to the Vietnamese training program instituted by the 
French, the subcommittee feels that the decision to train Vietnamese 
soldiers and leaders, especially in the company and noncommissioned 
grades, has not yet gained full momentum. The training observed 
seemed less than wholehearted and the cadre assigned the training 
mission appeared insufficient in numbers to do the job properly. 
Sanitation and general living conditions in the camp visited also did 
not reflect favorably on French authorities. A sense of urgency is 
not present in the training program—and it must be instilled—so that 
proper corrective action will be taken. Training of the Vietnamese 
is absolutely essential to victory in Indochina. 

It is recognized that the United States has no responsibility for 
training nor does it have operational control of the conduct of the war 
in Indochina. These functions are very definitely retained by the 
French. However, it is the belief of the subcommittee that valuable 
contributions could be made by the United States in a training and 
advisory capacity in order that the formation of competent, well- 
trained Vietnamese armed forces could be hastened. If the French 
Government were to permit the United States to accept this role, it 
would tend to refute the Communist propaganda that all that the 
United States is doing is supporting the colonial regime of the French 
in Indochina. 

The Government of Vietnam appears to be doing a good job. 
Seventy percent of the budgets for the calendar vears 1952 and 1953 
have been devoted to national defense. It is true that the Govern- 
ment is handicapped by lack of widespread popular support, but some 
headway has been made in rallying fence sitters and non-Communist 
opposition to its cause. One of the most notable examples of the win- 
ning over of an individual in this latter group occurred when Nguyen 
Huu Tri, an avowed nationalist, accepted a position of responsibility 
in the Government and is now the able Governor of North Vietnam. 
The Government, however, still has a long way to go. It must 
continue its effort to convince the Nationalists, the fence sitters and 
the peasants to give their allegiance to it. In this respect, there is 
evidence that the people are war-weary and dissatisfied with Viet 
Minh rule; it is earnestly hoped that the Vietnam Government will 

capitalize on this dissatisfaction. 

In a discussion of nationalism, much must be made of the French 
declaration of July 3, 1953. Despite the juridical independence 
granted the Associated States in the 1949 accords, Vietnam pressure 
has been mounting for the revision of the agreements, looking toward 
reducing French influence and privileged economic position in con- 
formity with the political and economic growth of the Associated 
States during the past 4 years. Recognizing the need of a redefinition 
of French-Associated States relations, France, on July 3, 1953, issued 
a solemn declaration to each of the three nations that the time had come 
to perfect their independence and sovereignty. To that end, France 
was prepared to transfer to the Associated States those powers which 
the Republic had previously retained because of conditions arising 
out of the conduct of the war. Consequently, each of the three govern- 
ments was invited to formulate its demands for negotiation in the 


45608—54——_5 








30 REPORT OF A SPECIAL SUBCOMMITTEE 


interests of all contracting parties. Discussions between France and 
each of the three states are now underway. ‘Thus, French-Associated 
States relations have begun to be put upon a new footing, consonant 
with reality and attempting to satisfy the desire of the fledgling na- 
tions for complete independence while, at the same time, retaining for 
them the protection which the French-Union concept offers. ‘This 
should attract a considerable portion of the fence sitters, particularly 
in Vietnam, so that a vigorous, united effort in pursuit of military 
victory may be mounted. 

The cost of the war in Indochina to France has been heavy, not 
only in money and materiel, but in the lives of its soldiers. In addi- 
tion, as has already been stated, the Vietnamese are committing 70 
percent of their budget to national defense. It seems unrealistic to 
expect more of France, considering her commitments in other parts of 
the globe. Likewise, one could hardly say that Vietnam was not 
carrying its portion of the responsibility. American aid must continue. 
Indochina must never be lost for want of it. 


THAILAND 


Thailand lies in the heart of the Indochina peninsula. It is bounded 
by Burma on the west and north, Indochina on the east and Malaya 
on the south. It has an area of 198,000 square miles and the popula- 
tion numbers approximately 19 million. Thailand is unique in this 
part of the world because it is the only country in the Indochina 
peninsula free from internal strife. All of its neighbors are either 
beset by Communist guerrillas or seriously troubled by discontented 
political minorities. It has a constitutional monarchy with a history 
of independence unique in the Far East. It has never been a depend- 
ent state. 

The economy of Thailand is sound, resting upon such principal 
products as rice, tin, rubber and teak, hides, gems and forestry 
products. It has no troublesome national debt and its international 
economic position is sound. However, the fall in prices of rubber, 
tin, tungsten, and other products in Thailand’s export trade has in 
recent months produced unfavorable consequences to the economy. 
The general impression one receives when visiting Thailand is that 
the people are happy, well fed, and content with their way of life. 

The United States Government is strengthening ties of friendship 
and trust with Thailand. It is cooperating with this country in estab- 
lishing itself against Communist forces in the Far East by encouraging 
it in every feasible way to achieve (1) internal political stability, (2) a 
strong and solvent economy, and (3) a situation wherein the average 
Thai citizen might have the maximum benefit possible from modern 
technological advances. It is also our Government’s purpose to 
assist the Thai armed forces in improving internal security and, by 
increasing defensive strength, in deterring external aggression. It is 
understandable, therefore, that the United States is concerned that 
the Thai Government be stable, that the Thai economy be sound, that 
the Thai military be as strong as possible, and that the Thai people be 
confident in opposing communism 

Thailand’s solidarity with the United States is heartening. Thai- 
land is 1 of the 2 Asian nations who sent troops to serve with the 
United Nations forces in Korea; she is the only Asian nation which 
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recognized the Associated States of Indochina; she has continued to 
recognize Nationalist China and has opposed the seating of Commu- 
nist China in the United Nations; she has signed military and economic 
assistance agreements with the United States; and she has an agree- 
ment with the British authorities in Malaya for joint action against 
the Communist guerrillas on the Thai-Malavan border area. 

The Thai armed forces, although small by our standards, appear 
to be in excellent condition. They are ably officered and appear to 
be well equipped. The United States is giving military assistance to 
the Thai military forces, enabling them to cope with internal up- 
risings or guerrilla attacks. They are also capable of carrying out 
delaying actions in the event of external attack by force. There are 
political aspects to the military aid given Thailand. Thailand regards 
itself as the spearhead of the opposition to communism in southeast 
Asia. The morale of Thailand troops in Korea and Thailand’s politi- 
cal courage at home are substantially encouraged by United States 
military assistance. 

Thailand is of importance to the United States because of its sub- 
stantial supplies of tin, rubber, and tungsten and because it is the 
largest rice exporting nation in the world. It provides food for deficit 
areas in Asia. By granting technical aid to Thailand, the United 
States gives substantive evidence of its support of Thailand’s anti- 
Communist fight. 

The subcommittee believes that our military and technical aid 
dollars are doing a good job in Thailand and should be continued. 


BURMA 


The subcommittee spent very little time in Burma. This was not 
because of an underestimation of the importance of Burma, but rather 
because the subeommittee’s schedule required a hurried trip to that 
country. 

Burma is larger than France. Its population of approximately 19 
million is clustered mainly in the fertile river valleys and the Irra- 
waddy Delta in the central and southern portions of the country. 

Burma is an important country because of its natural resources 
which are considerable, being only partially developed. Agriculture 
predominates the country’s economy and rice is by far the most im- 
portant crop. It is extremely important in this part of the world 
that countries have agriculture products for export in order to make 
them available to those other countries who cannot feed their popu- 
lation. 

Burma has been a wholly independent republic, outside the British 
Commonwealth, since Januarv 4, 1948. From 1826, it had been 
administered as a province of the Indian Empire until 1937 when it 
became a separate unit of the British Empire with a certain measure 
of autonomy. 

Burma is a member of the United Nations, and its announced 
foreign policy is one of careful neutrality on issues which divide the 
free world and the Soviet bloc. It has recognized the regime of 
neighboring Communist China. 

Since 1948 and continuing until the present time, the Burmese 
Government has been carrying on a guerrilla war against various 
groups of indigenous Communist insurgents. 
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The all-important problem in Burma today is that of some 12,000 
irregular Chinese troops occupying Burmese territory chiefly in the 
Shan States, which are in east central Burma. These irregular Chinese 
troops are partial remnants of the Chinese Nationalist Army which 
retreated before the Chinese Communist troops and took refuge in 
Burma. Burma formally complained to the United Nations in April 
of 1953 and that month a resolution was passed condemning the 
presence of the forces and recommending that the good offices of 
certain member states be continued. The Republic of China pledged 
its utmost cooperation toward withdrawal, although it claimed very 
little influence over the irregulars. However, an agreement has now 
been reached whereby as many of these troops as can be induced to 
leave Burma and accept transportation to Formosa are being airlifted 
from northern Thailand. There have been 4,508 troops evacuated 
as of March 15, 1954, plus 775 dependents. Nevertheless, the trouble 
is not over since many of these troops are refusing repatriation, even 
upon instructions by President Chiang Kai-shek and Mr. George 
Yeh, Foreign Minister of the Government of the Republic of China. 

Unfortunately, United States relations with Burma have deterio- 
rated as a result of this situation. There is widespread belief among 
the Burmese that the United States, if not physically supporting the 
troops, could prevail on Formosa to remove them if it so desired. 

The subcommittee believes that the United States Goverpment is 
sincere in its efforts to help solve the problem and earnestly hopes 
that this matter will be brought to a successful conclusion in the 
very near future. 

Economic aid to Burma has been terminated at the request of the 
Burmese Government. It appears to be no secret that Burma 
requested termination because of the Chinese irregular troop problem. 
However, it appears that this termination took place amicably. There 
remain a small number of projects which are still dependent on grant 
aid from the United States. Such terminal aid was continued on a 
diminishing scale in order to avoid waste and not dissipate progress 
already achieved. 

The Burmese Government is eligible for reimbursable military assist- 
ance from the United States. Whether such military assistance should 
be provided is a matter the subcommittee feels it should avoid since 
the time spent in Burma was so short and the study of the situation 
in that country necessarily was sketchy. 


INDIA 


The subcommittee visited Calcutta, Agra, and the capital city of 
New Delhi in India. One must visit India to realize the many probe 
lems facing this country. 

India is about one-half the size of the United States but, with 365 
million people, it is the most populous nation in the free world. Its 
population increases 5 million annually. Over 80 percent of the people 
are illiterate, and 70 percent of the working population are engaged in 
agriculture with only 2.5 percent engaged in industry. 

India’s perennial inadequate supply of food is a weakness which 
the Indian Communists exploit in their efforts in India. Actually, 
India’s unity and her political strength as a force opposed to the growth 
of communism in India are dependent upon the success of her efforts 
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to produce a more adequate diet for her people. Agricultural pro- 
ductivity must be raised. There is a need for improved methods of 
cultivation, more tools and fertilizers, irrigation, and flood control. 

Land reform is another critical problem facing India. The practice 
of dividing land among all heirs has resulted in excessive property 
fragmentation and uneconomic holdings. Of about 100 million 
farmers, only about 27 million own their land, about 42 million are 
tenants, and about 34 million are landless laborers. 

While agriculture and food problems constitute the highest priority 
issues facing the Indian economy, its greatest waste lies in unutilized 
manpower. In order to create jobs, to support agricultural growth 
and to develop mineral and fuel resources, a great expansion is Indian 
industry is needed. 

In conjunction with the foregoing, public health conditions and 
health education must be improved. Health conditions in India are 
deplorable. It is among those countries having the highest death 
rate in the world. Of all children born in India, 25 percent die before 
they reach the age of 1 year. The average life span in India is only 
27 years, and 60 percent of all people born die before the age of 30. 
In the more remote rural areas of India, the ratio of physicians is 1 
to 50,000. Something must be done about the problems of public 
health before real progress can be charted for India. 

The United States and India signed a Point Four General Agreement 
for Technical Cooperation in 1950. In 1952, an enlarged program was 
entered into following the signing of the Indo-American Technical 
Cooperation Agreement. This program aims at assisting the Govern- 
ment of India to approach self-sufficiency in food production, to raise 
the total national real output and income, to eradicate malaria and 
to lay the foundation for self-sustaining economic development and 
for further industrialization. 

The subcommittee had little opportunity to inspect the armed forces 
of India. However, brief contacts with Indian military officers left 
the impression that ‘they were definitely orientated to the West. 

There is considerable Communist activity in India. The Commu- 
nist Party is the most important opposition group, largely because of 
the fanatical devotion of its membership, its ruthless and cunning 
political methods and its pervasive and determined propaganda. In 
the elections of 1952, the Communist Party secured the second greatest 
number of seats (23) in the House of the People. In the southern 
Indian States of Hyderabad, Madras, and Travancore-Cochin, the 
Communists and their supporters secured a substantial number of 
seats in the State assemblies without, however, securing control of the 
government of any State. 

Communist propaganda has been especially effective among the 
white collar and intellectual classes of India. From 1948 to 1950, the 
Communists attempted a policy of sporadic armed violence through- 
out India. Generally, this policy was unsuccessful and the Nehru 
government surpressed it with determination. Subsequently, the 
Communist Party softened and changed its policy in an attempt to 
achieve power through normal processes. Presently, the Communists 
seem intent upon “strengthening their organization and popular 
following. 
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PAKISTAN 


Pakistan is one of the most important countries visited by the sub- 
committee. This is emphasized by the fact that West Pakistan’s 
northern border lies within 18 miles of Soviet Asia. Like Burma, 
Pakistan is a new country. Prior to 1947, Pakistan was a part of 
Greater India. The day after Pakistan’s sovereignty had been 
granted, the United States accorded recognition to the new democracy 
and since that time, the very highest friendly relations have been 
maintained with this country. 

Pakistan is the largest Muslim nation in Asia. The country is 
uniquely divided into two parts. West Pakistan is separated from 
East Pakistan by 1,000 miles of Indian territory. Some 33.8 million 
people live in West Pakistan, an area of 310,236 square miles which is 
located northwest of India with Iran and Afghanistan on its western 
border and the Arabian Sea to the south. Kast Pakistan is a semi- 
tropical area of 54,501 square miles situated at the head of the Bay of 
sengal. It is almost surrounded by India, although it touches Burma 
on the southeast. East Pakistan is only one-sixth the size of West 
Pakistan but it has a larger population—42 million. 

In view of its geographical and political position in Asia, Pakistan 
is potentially important to the global defense effort of the free nations. 

Communism has made little headway in this strongly democratic 
nation. Muslim beliefs are in sharp contrast to Communist dogma 
and although sporadic activity has been noticeable at times, few con- 
verts have been made. 

The problems that have confronted this infant nation from its 
conception in 1947 have been staggering. It was necessary to divide 
British India into two parts and both India and Pakistan had to 
organize separate governments. Such a division was_ necessarily 
exceedingly complex because assets and debts, military forces, com- 
munication and transportation systems, colleges, factories, and Gov- 
ernment equipment had to be divided. 

The subcommittee was impressed with the strides taken by the 
Pakistanian people. Much credit is due the people of Pakistan. 
One reason for their continuing success in building a new country is 
their fierce pride in independence. 

It goes without saying that the tasks lying ahead for Pakistan are 
formidable. One continuing problem is that of refugees. The 
Government faces the staggering job of resettling 7 million people. 
Thousands of farmers were resettled on the Punjab vacated by the 
Sikhs and Hindus, but fitting the trades of a large number of refugees 
into an urban economy has been more difficult. However, progress 
has been made although refugee camps still exist. 

Probably one of the most burning problems between Pakistan and 
India is the Kashmir issue. Kashmir was one of 560 princely States 
whose rulers were left free to join either Pakistan or India, upon 
partition. Although Kashmir had a predominantly Muslim popula- 
tion the Maharajah was a Hindu, and upon partition failed to lead 
his people to join the new country of Pakistan. Instead, alarmed by 
disturbances, he requested that Indian troops be sent into Kashmir 
to help maintain order. Sentiment ran high and Indian troops met 
strong resistance from guerrilla forces. Consequently, India brought 
the Kashmir question before the United Nations and charged that 
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Pakistan had assisted the invaders of Kashmir. Pakistan denied 
these accusations and insisted that Kashmir’s accession to India was 
illegal. 

The Security Council set up the United Nations Commission for 
India and Pakistan to investigate the controversy and offer its services 
as mediator. In 1949, a cease-fire line was drawn. 

Since that time, the Commission and its suecessors, United States 
representatives and mediators have failed to bring the two countries 
into agreement on the terms of demilitarization which has been re- 
garded as necessary before a plebiscite, already agreed to by India 
and Pakistan, could be held. Today, the Kashmir problem remains. 
The subcommittee takes no sides in this dispute except to urge that 
every effort should be made on the part of the two countries to come 
to an agreement and allow this matter to be amicably settled. 

The subcommittee also recognizes the problems concerning the 
distribution of irrigational waters on which arid West Pakistan’s 
agricultural economy depends. Three of the five great rivers feeding 
this extensive irrigational system rise in Kashmir and the headwaters 
of the other two are in India. The subcommittee hopes that the use 
of waters of these five rivers will always be settled peacefully by India 
and Pakistan. 

Pakistan has asked the United States to cooperate in its economic 
development program. The two countries signed a general point 4 
agreement in February 1951, and since that time funds have been 
allocated to assist in the economic development of the country. 
Having an urban economy, the point 4 program emphasizes agriculture 
and includes in its projects the purchase and shipment of fertilizer, 
establishment of a forestry research laboratory, a program for village 
agricultural-industrial development, and a United States contribution 
toward the construction of a fertilizer plant. 

Pakistan is making rapid strides in its economic development, much 
through its own labors, assisted by United States aid. 

The Pakistan armed forces, although small and badly in need of 
planes, materiel, and equipment, appear to be excellently officered 
and trained. Foreign officers are assisting in the training of Pakistan’s 
military forces. The subcommittee was impressed with the small 
Pakistan Navy and the training methods being employed. Likewise, 
army and air units inspected made good showings and give every 
impression of being able to form the nucleus of a first-rate fighting 
force. 

At the present time, the United States is not granting military assist- 
ance to Pakistan. ‘The subcommittee believes that careful considera- 
tion should be given to such aid. It is important to the United 
States that Pakistan should remain firm and strong as a bulwark 
against communism in her part of Asia. The warm relations existing 
between Pakistan and the United States, and the mutual respect 
existing between our people creates a hope for a long and rewarding 
friendship for the two nations. 


LEBANON 


The subcommittee had originally scheduled a visit to Saudi Arabia, 
but several days before the intended arrival in that country was 
informed of the critical illness of King Ibn Saud. It was considered 
that under these circumstances, a visit to that country would be 
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inopportune and a burden to government officials during what later 
proved to be the King’s last illness. Consequently, the subcommittee 
visited Lebanon, staying 2 days in Beirut. While there the subcom- 
mittee was briefed by Embassy officials and military attachés on 
Near Eastern problems. The subcommittee took the opportunity 
to visit the American University of Beirut and was much impressed 
by this modern university in the Middle East. 

The 6th Fleet was at anchor in Beirut Harbor during the sub- 
committee’s visit and it should be noted that the residents of Beirut 
were most cordial in their relationship to our servicemen. 





EGYPT 

Although the political situation in Egypt at the present time may 
appear to be unstable, it is believed that President Mohammed 
Naguib and the other government leaders are attempting to bring 
their country forward to take its place among free countries of the 
world. It is understandable that this cannot be accomplished 

N overnight. 

Here is a country of 386,000 square miles. Its total area roughly 
equals the area of Texas and New Mexico combined. However, of 
this total area, 96.5 percent is uninhabitable and untillable desert. 
This leaves only 13,200 square miles capable of supporting an increas- 
ing population. It consists almost entirely of the narrow irrigated 
strip forming the border of the Nile River for about 800 miles from 
Cairo to the southern boundary and of the irrigated triangular-shaped 
delta region having Cairo as its apex and the coast line between 
Alexandria and Port Said as its base. 

The fundamental problems faced by Egypt are in the social and 
economic spheres and stem from the disproportion between arable land 
and population. The rapid increase in population (almost 10 times 
what it was in 1800) has in no sense been matched by either placing 
more land under cultivation or more intensive cultivation of existing 
land. Although no quick or easy solution to Egypt’s problems is 
discernible, it appears that a Nile Valley development program, 
including construction of additional dams and irrigation works, offers 
the best hope. This will require extensive outside financing, as well 
as technical direction and would also require cooperation from other 
countries through which the Nile River flows. 

The Communist Party is outlawed in Egypt and the present govern- 
ment has taken strong measures against the Communists and is fully 
alive to the potential dangers presented. 

Our relations with the present Egyptian Government are friendly 
and the subcommittee understands why this isso. The new Egyptian 
Government cooperates closely with this country on problems of 
mutual interest. They have welcomed, both in private and public 
statements, informal United States interest in helping Egypt and the 
United Kingdom to work toward a solution of their dispute over the 
Suez base. The subcommittee earnestly hopes that this Anglo- 
Egyptian problem will be promptly and satisfactorily settled because 
Egvpt should be formally alined with the free nations of the West. 

The subcommittee inspected the Egyptian Armored and Artillery 
Schools located in the outskirts of Cairo and the Infantry School at 
Almoza. It is felt that Egyptian ground forces must be ranked high 
in morale, however, they are lacking in equipment. They are armed 
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with old and obsolescent materiel, mostly of British origin. It is 
noteworthy that they do the best possible with what they have. All 
equipmert observed was clean and appeared in good working condition. 

The Egyptian ground forces employ a somewhat modified version 
of the United States Army School system, through which they train 
officer and enlisted leaders and technicians for the regular army. 
Special short courses are also offered for reserve personnel and the 
instructor staff prepared instructive-type pamphlets for the guidance 
and training of the army. 

The subcommittee inspected the Shubra Munitions Factory. This 
is a large small-arms ammunition complex currently under construc- 
tion near Cairo. While it was not yet in operation, the subcom- 
mittee noted that new, French-manufactured, precision-type muni- 
tions machines of excellent quality were being installed in the modern 
new buildings. A powerplant to operate the factory was nearing 
completion. There was every indication present that, when complete, 
this plant would add considerably to the defenses of Egypt. 

ITALY 

Throughout history Italy has occupied a uniquely strategic position 
because this country lies astride the principal artery of communication 
between Europe, Africa, and the Near and Far East. Because of 
this, Italy has always occupied a position of political, economic, and 
military importance. 

It is well known that the principal threat to Italy’s orderly political 
and economic development has consistently come from the Commu- 
nists and their fellow-travelers. They have done much to hamper 
Italian economic recovery and have introduced an element of uncer- 
tainty into the maintenance of democratic institutions. ‘Together 
with the left-wing Socialists who are allied with it, the Italian Com- 
munist Party constitutes a strong Communist bloc in Western Europe. 
Italy’s largest trade-union federation with 3.5 million members is 
Communist controlled, and in the last election the Communists and 
left-wing Socialists together polled 35 percent of the popular vote. 

Although Italy has, to a great extent, recovered from the ravages of 
the war, the economic situation continues to be serious. The inter- 
national balance of trade remains chronically unfavorable and almost 
2 million people are unemployed. Except for Spain and Portugal, 
Italy is the poorest country economically in Western Europe. Con- 
tributing to this unfavorable position has been her overpopulation, 
dearth of natural resources, and relatively low productivity both in 
agriculture and in industry. Even in agriculture, which engages 
one-third of the population, self-sufficiency has not been attained. 

The Italian Government has recently embarked on a program of 
land reform, and a 12-year program to cost $180 million annually 
designed to improve conditions in southern Italy has also been 
launched. Tax reforms calculated to spread the burden more equi- 
tably are also being inaugurated. 

The most important problem currently facing any Italian non- 
Communist government is the reconciliation of an adequate defense 
effort with the necessity for pursuing the social programs necessary 
for internal economic and political stability. Efforts in both fields 
are confronted by the strong opposition and obstructionist tactics of 
the Communist Party. 
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The United States is interested in the preservation of Italy as an 
independent and free country. We are interested in increasing Italy’s 
ability and willingness to undertake her share of the defense of 
Western Europe against Communist aggression. 

The United States maintains a military mission in Italy which has 
the general objective of furnishing the Italian armed forces with certain 
end items of equipment which are beyond the capability of Italy to 
provide. Additionally, our mission stands ready to assist the Italian 
forces to attain proficiency as a modern defense organization, fit to 
take an active and complete role among the western powers. 

During the subcommittee’s visit to Rome, it received the definite 
impression that our military mission is on excellent terms with Italian 
military personnel of all ranks. Furthermore, the mission appeared 
to have the respect and gratitude of Italian civilian leaders. The 
subcommittee was told that our military mission was generally pleased 
with the progress they had observed in the Italian armed forces since 
the beginning of the MDAP program. Military aid in the form of 

weapons and materiel is being delivered in such quantity that, when 
combined with the equipment being supplied by the Italian Govern- 
ment, it should give the country a modern defense force capable of 
fighting effectively, if called upon. The fighting proficiency of the 
Italian armed forces has risen noticeably in the past year, and there 
is no reason to believe that it will not continue to improve. 

The subcommittee is aware of the constant threat posed by the 
powerful Communist element in Italy. However, it is believed : rat 
the Italian people, in the final analysis, will recognize that their best 
interests are alined with the free world powers. With this thought in 
mind, the subcommittee points out that anything done to help 
strengthen a country economically, provides that nation with the 
strong base necessary to support military forces. 

The subcommittee also visited with the commander in chief south 
which is the headquarters of the southern arm of NATO. Here the 
subcommittee inspected shore establishments and held conferences 
with our leaders in Naples. 

The composition and mission of commander in chief south is classi- 
fied and cannot be discussed in this report. However, suffice it to 
say that the subcommittee was satisfied that the command is well 
integrated into the overall NATO plans and also has established good 
relationships with the governments and military forces of those NATO 
nations within its zone of responsibility. 

There can be no doubt that the objectives of NATO are most 
capably handled in the Naples command, yet the subcommittee is of 
the opinion that participation in the command by member nations, 
other than the United States, is below par. As a matter of fact, the 
subcommittee received the impression that the effort in Naples is 
almost entirely American. The subcommittee recognizes that there 
are certain language barriers present, but it is hoped that, as soon as 
feasible, other NATO member nations, particularly those in the 
defense setup encompassed by commander in chief south, will provide 
the headquarters with a fair percentage of their trained personnel. 

A matter of concern to the subcommittee was the size of the 
American contingent in the Naples area. Some of this, of course, 
is due to the fact that we are supplying the great portion of the 
personnel for this headquarters. The expense of housing this large 
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number of headquarters personnel, furnishing commissary and 
recreational facilities and providing housing, education, and other 
facilities for the accompanying dependents, forces the subcommittee 
to urge that every effort be made to reduce the size of the shore estab- 
lishment to the absolute minimum required to carry out the assigned 
mission. 

The question of American bases in Italy was discussed with the 
commander in chief, south. Apparently, we are occupying these bases 
under authority of our NATO agreements, but the subcommittee is 
of the opinion ‘that the status of American bases should be clarified, 

While in Naples, the subcommittee became very much interested 
in mobile logistic support facilities for naval aviation units, w hich 
are now ina ‘dev elopment stage. This unit, consisting of four LST’s 
some of which have been modified, are designed to support av iation 
units ashore—primarily where airstrips now exist. 

It is estimated that they would be capable of supporting air units 
up to 10 miles inland. Presently, this unit consists of one LST which 
would provide vehicles and tower control equipment necessary to 
support such an air unit. It would also supply the berthing and 
messing facilities for the ground crews, as well as the flying personnel. 
It would have a limited supply of replacement parts. Another 
modified LST is designed to carry all types of aviation spare parts. 
A third LST, modified, would provide facilities for the repair of 
airframes and the fourth LST, modified, would provide repair facilities 
for aviation engines. 

In addition to this, of course, the land base unit would be supplied 
with ammunition and POL from the normal fleet supply facilities. 
Throughout the Mediterranean area, and undoubtedly in many other 
parts of the world, there are now existing airstrips close to the water 
which are not presently operational, because of lack of installations 
which would be furnished by this mobile unit. It should be pointed 
out that with such a mobile unit it would not then be necessary to 
construct many of the extravagant supporting facilities for these air- 
strips, which might not be used. It should further be emphasized 
that with the employment of this concept, great flexibility is ob- 
tained. It should also be noted that the element of surprise is re- 
tained by our forces, in that we do not divulge which of these many 
airstrips we contemplate using. 


SPAIN 


United States objectives in Spain can be best expressed by the 
negotiations for military bases and for military and economic aid 
which bave recently been concluded by the two Governments. These 

negotiations which began in April 1952 have as their purpose the 
closer integration of Spain into the western defensive system. 

Spain is not a member of the North Atlantic Treaty Organization 
or the United Nations and, in the past, it has not participated i in the 
mutual security program. The recently concluded negotiations bring 
Spain into that program. 

There can be no doubt about the key strategic position Spain oc- 
cupies in Western Europe. She lies behind the Pyrenees and is com- 

aratively safe from aggression by land. Should ‘the rest of Western 
Sisene fall, Spain and ‘Portugal would remain as the last bastion of 
defense on the Continent. 
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Spain is a country whose area approximates that of the States of 
Colorado and Oregon. Its population totals approximately 29 million 
and its population density is roughly equivalent to that of New Eng- 
land and is lower than most European countries. 

Spain’s major problem, so far as domestic affairs are concerned, 
to satisfy the requirements of the Spanish people with regard to their 
standard of living. [Improved economic conditions have lessened the 
possibility of the disturbances which deve loped in the spring of 1951 
as a result of public dissatisfaction over living conditions. 

Spain is predominantly ao agricultural country with a low per ¢ apita 
income of $250. Its major exports are foodstuffs, textiles, and min- 
erals, The United States and Britain are Spain’s principal customers, 
each country purchasing about one-fifth of Spain’s total exports. The 
United States is Spain’s leading supplier, due, in part, to governmental 
and private credits extended by the United States. 

The United States Congress aut horized a $62.5 million loan to Spain 
in 1951 which has been administered by the Export-Import Bank. By 
January 1953, these funds were entirely obligated in amounts totaling 
$39.8 million for capital development purposes and $22.6 million for 
commodity imports. In addition, the Export-Import Bank in 1952 
and 1953 extended 2 short-term $12 million loans to Spain to finance 
the purchase of United States cotton. 

The final Spanish-American agreement spoken of earlier was reached 
in the accords signed on September 26, 1953. 

The subcommittee was interested and, therefore, inquired into the 
safecuards being employed to insure that the planned bases in Spain 
would be capable of performing their assigned mission. It was learned 
that considerable research into geographical and climatic conditions 
had been completed prior to the selection of possible base sites. Final 
selection of any site was withheld until extensive surveys were made 
which established that the soil would bear the extreme loads of heavy 
bombers. 

The subcommittee understands that, in several instances, use is 
being made of existing airfields, mainly Spanish air force facilities, 
which will be rendered capable of handling our aircraft by extending 
runways already in use and constructing other necessary facilities, 
such as fuel and lubricant systems. 

Naturally, the expansion of present Spanish facilities and the 
establishment of new bases, where necessary, into a link in our global 
defensive system will demand entering into a construction program. 
The subcommittee, aware of the waste and extravagance which all too 
frequently has been encountered on similar programs elsewhere, was 
interested in knowing what safeguards had been taken to prevent 
such incidents occurring in Spain. 

From information made available to the subcommittee, it appears 
that great care has gone into planning the construction program and, 
from all appearances, the plans fin: ally settled upon took into account 
economy, always keeping the interests of the United States firmly in 
mind. For example, as has already been mentioned, existing Spanish 
facilities will be used wherever possible. This use of existing facilities 
will extend to the employment of ports in the naval support program, 
the storage of bombs and ammunition in Spanish ammunition reposi- 
tories and the location of bases within reasonable distance of civilian 
communities where base housekeeping crews can arrange private 
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rentals and the cost of building and maintaining expensive quarters 
can be avoided. Present plans call for the construction of only five sets 
of quarters on each base, with their use strictly limited to key base 
personnel. 

The size of the housekeeping force at each base may be large enough 
to present a housing problem, but our planners hope that private 
rentals, which should be locally available, will care for the need. 
Should this housing plan not prove adequate, there is every hope and 
expectation that Spanish private enterprise will fill the need or that 
American business inte cat with funds frozen in Spain will take the 
opportunity of using these funds for the construction of housing. 
However, every effort should be made to use existing facilities in order 
to minimize capital investment. In any event, present plans do not 
contemplate housing or quarters construction and, in the event of war, 
the personnel of each base will be housed in tents. 

The subcommittee was pleased to learn that seme thought was 
given to the future in reaching an agreement on the accord. There 
is adequate flexibility in the accord to permit expansion of facilities 
and real-estate requirements in the event of need. The accord permits 
the addition of Army and Navy requirements, where necessary, with- 
out the need of undergoing further detailed renegotiation sessions with 
the Spanish Government. 

On the other hand, the subcommittee understands that should the 
world situation eventually settle into a peaceful state wherein the 
need for bases in Spain no longer will exist, the accord provides that 
the United States may remove from these bases all movable items, or 
they may be sold to Spain at negotiated prices. In such an event, 
immovable facilities will be sold to Spain at prices negotiated at the 
time of departure. 

How the Spanish armed forces will fit into the pattern set by the 
accord agreement has not yet been decided. It can generally be said 
that such forces need modern weapons and they are in need of reform- 
ing and regrouping so as to enable them to fight a modern war. There 

can be no doubt, however, that the Spaniard is capable of being 
denekuad into an efficient fighter; thus, while they must be considered 
militarily dated, to some extent, their esprit de corps, trainability and 
discipline is exceptionally high. Our present plans call for a United 
States military advisory assistance group to assist in the training of 
Spanish leaders who, in turn, will train the remainder of the Spanish 
armed forces. As this program develops, the subcommittee is firm in 
the belief that Spanish forces will constitute a real asset in the effort to 
contain communism. 

As has been previously noted, Spanish laborers work for relatively 
low wages. They are industrious people and possess, in many cases, 
a good stock of technical know-how. It is important that a maximum 
use of Spanish labor in the United States construction program be 
employed in order that the program may be carried out in the most 
economical manner. It is the subcommittee’s hope that this will be 
the case, but, unfortunately, certain factors observed appeared to 
point toward the building of inflationary pressures which may force 
costs sharply upward. At the present time, many workers hold more 
than one and in some cases, several jobs, thus working long hours 
every day in order to earn enough money on which to live. Spain 
has suffered severe drought conditions with consequent crop losses and 
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food shortages Those who can afford the luxury, report that the 
wages of servants are rising. In general, there seems to be a psychologi- 
eal belief among the people that inflation is present or just around 
the corner. Lastly, a great influx of tourists, many of whom are from 
the Americas and Europe are unwittingly assisting in elevating costs. 

The subcommittee believes our mission should cooperate closely 
with the Spanish Government in an effort to prevent or minimize a 
disruption in the Spanish economy which would result, in the event of 
inflation. 

Krom the foregoing, it can be said that it is important to the United 
States that the economy of Spain remain stable. It is also important 
that the Spanish armed services be modernized and that closer ties 
with the West be encouraged and developed. The successful negotia- 
tions for military bases in Spain is of the greatest assistance to the 
United States in providing an adequate defense of this country and 
providing bases for swift retaliation, should there be Communist 
aggression in Western Europe. 

The subcommittee met with a number of prominent Spanish civilian 
and military leaders. These men were alert, professionally capable 
and, it is believed, most important of all, were open in showing their 
delight that a new era of friendly relationship had been launched be- 
tween Spain and the United States as a result of the signing of the 
accord agreement. 





PORTUGAL 


When thinking of Portugal, one tends to consider only a small 
country occupying the southwestern one-sixth of the Iberian Peninsula 
forgetting that this small country controls an empire which is the 
third largest in the world. The population of Portugal is about 8% 
million people but, on the other hand, only two of her possessions, 
Angola and Mozambique, have populations of about four and six 
million, respectively. 

Portugal is a republic organized on corporative principles. The 
President is elected for a 7-year term by direct, but not universal 
suffrage. The Prime Minister, who is appointed by the President, 
presides over a 14-member cabinet or Council of Ministers. <A 120- 
member National Assembly and the Corporative Chamber form the 
legislative branch of the Government. The Corporative Chamber is 
an advisory group whose members are appointed by and represent 
the various economic, administrative, and cultural associations that 
make up the Portuguese corporative system. 

Under the direction of Dr. Antonio de Oliveira Salazar, who has 
been Prime Minister since 1933, a Government has been developed 
which continues to maintain orderly and stable political conditions. 
The vast majority of the people of Portugal are strongly anti-Com- 
munist, and Portugal has never recognized the U.S. S. R. 

Portugal has a stable economy and is considered financially sound, 
although the national income and per capita income are very low 
about $150 per capita). Unlike most other European countries 
which have undergone marked inflation, the cost of living index for 
Portugal has shown no change since 1948. Portugal’s stability in 
recent years is due primarily to a substantial improvement in domestic 
wricultural production and in its foreign trade situation and to the 
continuation of conservative and anti-inflationary fiscal ploicies. It 
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should be remembered that for many years Portugal has had a bal- 
anced budget. 

The Government has recently undertaken a program of economic 
development which calls for a domestic investment of $260 million 
over a 6-year period. The program places emphasis on irrigation, 
colonization, and basic economic development such as hydroelectric, 
railroad, and port construction. 

Portugal’s overseas territories, principally Angola and Mozambique, 
are of prime importance to Portugal’s domestic economy and account 
for substantial foreign exchange earnings. The Portuguese have fol- 
lowed generally conservative colonial policies and are inclined toward 
the gradual development of the economic potential of the territories. 

Internationally, Portugal has maintained its close ties with Great 
Britain while developing her relations with the United States. A 
concordat defining the spheres of church and state was signed with 
the Vatican in 1940, and a series of agreements, beginning in 1939 
have created new bonds with Spain. During the First World War, 
the Portuguese fought on the Allied side, but in World War IJ, re- 
mained officially neutral. Nevertheless, by granting base facilities 
in the Azores to the United States and Great Britain, they con- 
tributed to Allied success. A new Azores agreement greatly expand- 
ing these facilities was concluded in 1951 with the United States and 
the Portuguese Government has cooperated with our Government to 
the fullest extent regarding the acquisition of land at reasonable prices 
and the establishment of minimum wages for Portuguese workers. 
In the last 3 years, Portugal has participated in the Marshall plan, to 
her just advantage, joined NATO under whose auspices she undertook 
to conclude the new Azores agreement and signed a military defense 
assistance agreement with the United States which is now in opera- 
tion. She is not a member of the United Nations, her candidacy 
having been repeatedly vetoed by Russia, but she participates in 
many of the specialized agencies of the United Nations organization. 

In the present defense picture, Portugal is not included in SHAPE 
but has made both military and naval commitments to the standing 
group in connection with the North Atlantic Ocean region 

Portugal has had no grants under ECA-MSA since June 1951. 
However, the United States is lending her military assistance. It is 
important to encourage Portuguese participation in NATO. The 
United States maintains a MAAG in Portugal, its mission being to 
administer the military end of the mutual security program for 
the Portuguese armed forces. Specifically, this group advises the 
Portuguese on the formulation of training and materiel require- 
ments, preparation of programs, and supervision of their imple- 
mentation, organization of the Portuguese armed forces along United 
States lines, planning and arranging for receipt, turnover and de- 
livery of MDAP materiel, verification of proper use of MDAP 
materiel and of Portuguese military personnel trained in United States 
Armed Forces schools and maintenance of records and preparation 
of reports on progress of the mutual security program. 

At present, the Army, Navy, and Air Force equipment supply 
programs are between 25 and 75 percent completed, varying from one 
program to the other. The date of completion of all three programs 
will depend, to a large extent, upon the speed with which the Portu- 
guese units become ready to receive the new equipment. In the 
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food shortages. Those who can afford the luxury, report that the 
wages of servants are rising. In general, there seems to be a psychologi- 
cal belief among the people that inflation is present or just around 
the corner. Lastly, a great influx of tourists, many of whom are from 
the Americas and Europe are unwittingly assisting in elevating costs. 

The subcommittee believes our mission should cooperate closely 
with the Spanish Government in an effort to prevent or minimize a 
disruption in the Spanish economy which would result, in the event of 
inflation. 

From the foregoing, it can be said that it is important to the United 
States that the economy of Spain remain stable. It is also important 
that the Spanish armed services be modernized and that closer ties 
with the West be encouraged and developed. The successful negotia- 
tions for military bases in Spain is of the greatest assistance to the 
United States in providing an adequate defense of this country and 
providing bases for swift retaliation, should there be Communist 
aggression in Western Europe. 

The subcommittee met with a number of prominent Spanish civilian 
and military leaders. These men were alert, professionally capable 
and, it is believed, most important of all, were open in showing their 
delight that a new era of friendly relationship had been launched be- 
tween Spain and the United States as a result of the signing of the 
accord agreement. 


PORTUGAL 


When thinking of Portugal, one tends to consider only a small 
country occupying the southwestern one-sixth of the Iberian Peninsula 
forgetting that this small country controls an empire which is the 
third largest in the world. The population of Portugal is about 8% 
million people but, on the other hand, only two of her possessions, 
Angola and Mozambique, have populations of about four and six 
million, respectively. 

Portugal is a republic organized on corporative principles. The 
President is elected for a 7-year term by direct, but not universal 
suffrage. The Prime Minister, who is appointed by the President, 
presides over a 14-member cabinet or Council of Ministers. A 120- 
member National Assembly and the Corporative Chamber form the 
legislative branch of the Government. The Corporative Chamber is 
an advisory group whose members are appointed by and represent 
the various economic, administrative, and cultural associations that 
make up the Portuguese corporative system. 

Under the direction of Dr. Antonio de Oliveira Salazar, who has 
been Prime Minister since 1933, a Government has been developed 
which continues to maintain orderly and stable political conditions. 
The vast majority of the people of Portugal are strongly anti-Com- 
munist, and Portugal has never recognized the U.S. S. R. 

Portugal has a stable economy and is considered financially sound, 
although the national income and per capita income are very low 
(about $150 per capita). Unlike most other European countries 
which have undergone marked inflation, the cost of living index for 
Portugal has shown no change since 1948. Portugal’s stability in 
recent years is due primarily to a substantial improvement in domestic 
agricultural production and in its foreign trade situation and to the 
continuation of conservative and anti-inflationary fiscal ploicies. It 
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should be remembered that for many vears Portugal has had a bal- 
anced budget. v. 

The Government has recently undertaken a program of economic 
development which calls for a domestic investment of $260 million 
over a 6-year period. The program places emphasis on irrigation, 
colonization, and basic economic development such as hydroelectric, 
railroad, and port construction. 

Portugal’s overseas territories, principally Angola and Mozambique, 
are of prime importance to Portugal’ s domestic economy and account 
for substantial foreign exchange earnings. The Portuguese have fol- 
lowed generally conservative colonial policies and are inclined toward 
the gradual development of the economic potential of the territories. 

Internationally, Portugal has maintained its close ties with Great 
Britain while developing her relations with the United States. A 
concordat defining the spheres of church and state was signed with 
the Vatican in 1940, and a series of agreements, beginning in 1939 
have created new bonds with Spain. During the First World War, 
the Portuguese fought on the Allied side, but in World War II, re- 
mained officially neutral. Nevertheless, by granting base facilities 
in the Azores to the United States and Great Britain, they con- 
tributed to Allied success. A new Azores agreement greatly expand- 
ing these facilities was concluded in 1951 with the United States and 
the Portuguese Government has cooperated with our Government to 
the fullest extent regarding the acquisition of land at reasonable prices 
and the establishment of minimum wages for Portuguese workers. 
In the last 3 years, Portugal has participated in the Marshall plan, to 
her just advantage, joined NATO under whose auspices she undertook 
to conclude the new Azores agreement and signed a military defense 
assistance agreement with the United States which is now in opera- 
tion. She is not a member of the United Nations, her candidacy 
having been repeatedly vetoed by Russia, but she participates in 
many of the specialized agencies of the United Nations organization. 

In the present defense picture, Portugal is not included in SHAPE, 
but has made both military and naval commitments to the standing 
group in connection with the North Atlantic Ocean region. 

Portugal has had no grants under ECA-MSA since June 1951. 
However, the United States is lending her military assistance. It is 
important to encourage Portuguese participation in NATO. The 
United States maintains a MAAG in Portugal, its mission being to 
administer the military end of the mutual security program for 
the Portuguese armed forces. Specifically, this group advises the 
Portuguese on the formulation of training and materiel require- 
ments, preparation of programs, and supervision of their imple- 
mentation, organization of the Portuguese armed forces along United 
States lines, planning and arranging for receipt, turnover and de- 
livery of MDAP materiel, verification of proper use of MDAP 
materiel and of Portuguese military personnel trained in United States 
Armed Forces schools and maintenance of records and preparation 
of reports on progress of the mutual security program. 

At present, the Army, Navy, and Air Force equipment supply 
programs are between 25 and 75 percent comp leted, varying from one 
program to the other. The date of completion of all three programs 
will depend, to a large extent, upon the speed with which the Portu- 
guese units become ready to receive the new equipment. In the 
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meantime, considerable effort is being spent in planning, programing 
and advising the Portuguese on the various aspects of military or- 
ganization and structure. Portugal pays for all MAAG expenses, 
except base pay and base allowances of American personnel. 


FRENCH MOROCCO 


The political situation in French Morocco since the end of World 
War IT has been less than tranquil, particularly during the past 2) 
years. The basic political problem is the desire of the nationalist 
political parties to acquire a greater degree of autonomy and eventual 
inde ‘pe ndence for Morocco. 

Democratic reforms are desired by both the French and _ the 
Moroccans. The differences arise from the fact that the French wish 
to provide that Frenchmen resident in Morocco should participate 
with Moroccans in elected organs to which deliberative powers would 
be granted. The Moroccans, on the other hand, say that to permit 
foreigners to take part in political bodies would be a derogation of 
Moroccan sovereignty not envisaged by the Treaty of Fez. 

The United States hopes for a stable political climate in Morocco. 
This desire is brought about because of the airbase program being 
carried out in Morocco by the United States. 

There are two Air Force Headquarters in French Morocco: the 
5th Air Division getirry on January 15, 1951, and the 17th Air 
Force activated on April 25, 1953. The 5th Air Division is responsible 
to the Strategic Air Connneaanl while the 17th Air Force operates 
under the United States Air Forces, Europe. 

The mission of the 17th Air Force is twofold. It is charged with 
operational control of all SAC units on rotational training duty in 
north Africa. Its USAFE function is to provide logistical support 
for United States Air Force units in north Africa, southern Europe, 
Middle East, and the Mediterranean area. 

The United States is building and operating four air installations 
in French Morocco by special agreement with France. These bases 
are under joint French-American command. American commanders 
maintain close liaison with both French Air Force headquarters and 
the French resident general, Rabat. 

At the present time, permanent United States Air Force personnel 
are stationed at Nouaseur, Sidi Slimane, and Rabat, with a skeleton 
unit at Benguéir. Several combat units of the Strategic Air Command 
have accomplished rotational missions in Morocco within the past 
18 months. 

Insofar as construction is concerned in this area, representatives of 
the Air Force are of the opinion that considerable construction could 
be completed by the Air Force at much less cost than by the Army’s 
Corps of Engineers who presently supervise all construction. The 
subcommittee was thoroughly briefed on this point during its visit 
and were later briefed by representatives of the United States Army 
Corps of Engineers who took the opposite side of the question. It 
appears that proper officials in the Department of Defense should 
study this matter thoroughly in order to determine if the arguments 
of the Air Force are well founded or exaggerated. The subcommittee 
also believes that the Corps of Engineers should carefully study its 
procedures as it is understood that even comparatively minor matters 
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must be referred by field engineers to Washington for decision. It 
would appear that a good deal of authority could be decentralized, 
cutting red tape and speeding up projects. 

The subcommittee also found a great deal of surplus property and 
equipment in French Morocco. This is a result of the reduction in 
the number of bases originally planned to be constructed. Every 
consideration should be given to transporting this equipment to Spain 
or other localities where it may be needed and those items which may 
be in excess of the needs of the military in Spain or other localities 
should be disposed of. 


CoNCLUSIONS AND RECOMMENDATIONS 


In view of the foregoing, the subcommittee recommends that: 

1. Every consideration be given to providing additional funds to 
carry on a fill project at the Marine Corps Air Station, Kaneohe Bay, 
Oahu, in order that much needed areas for small unit training can be 
reclaimed. This project, if completed will also provide better harbor 
facilities to the station. 

2. The need for additional funds for personnel for the maintenance 
of Punchbowl National Cemetery should be reevaluated. If addi- 
tional funds are justified, they should be provided at the earliest 
possible time. 

3. If it is decided to deploy another division in Hawaii, every con- 
sideration should be given to the deployment of a Marine division. 
It is believed that the need for an Army division no longer exists as a 
defense force since our potential enemy does not have the capability 
of mounting a seaborne attack on the Hawaiian Islands. On the other 
hand, the deployment of a Marine division in Hawaii would place it 
in a strategic outpost, immediately available for use, should the need 
arise at any point in the Far East. 

4. Indigenous labor should be used to the fullest extent wherever 
possible; and that Public Law 179, 83d Congress, be amended to 
further this objective. 

5. Every effort should be made through diplomatic channels to 
encourage the Japanese Government to take realistic action to pre- 
vent the continuing rise in rentals of private housing in Japan. There 
should be an attempt to bring the cost of rentals to American personnel 
down to the same level which Japanese are required to pay. 

6. The Japanese Government must take a realistic attitude toward 
rearmament. The United States cannot be expected to defend the 
Japanese Islands indefinitely. Japan must share the burden of her 
defense with the thought of ultimately taking over the entire defense 
of Japan. 

7. Because of the military situation existing, the subcommittee 
views with alarm many of the extravagant plans being considered for 
the rehabilitation of Korea. 

8. The United States should continue to build up, train, and equip 
the ROK armed forces with the objective of gradually withdrawing 
our troops when the ROK armed forces are able to defend their own 
country. 

9. The subcommittee is of the definite opinion that the status of the 
remaining Ryukyuan Islands under the administration of the United 
States should remain unchanged for the foreseeable future. These 
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islands constitute an essential link in the strategic defense of the 
whole Pacific area and the United States must retain its custodianship 
of the Ryukyuan Islands until genuine stability and security is 
established in the Far East. 

10. The survey of the United States land needs in the Ryukyuan 
Islands should be expedited. The land which must be retained for 
permanent construction purposes should be purchased. Land that 
will be retained on a rental basis should be determined and a fair and 
just rent paid. These rental payments should be made in advance, 
rather than at the expiration of 1 year’s time, as is presently being done. 

11. Assuming that the strength and status of Okinawa and the 
Ryukyuan Islands remain approximately the same for the foreseeable 
future, a well planned construction program should be continued. 
This program should include permanent-type housing, as well as other 
facilities. If there are indications as to the change in status of the 
islands, or if an appreciable diminution of personnel is indicated, this 
construction should be held to a minimum 

12. With the viewpoint that the strength of the Okinawan garrison 
can be projected into the future with accuracy, it is recommended 
that sufficient housing be erected to provide homes for those authorized 
to occupy Government quarters. Not only will this provide a solu- 
tion to a continuing morale problem by permitting dependents to 
accompany military personnel assigned to Okinawa, but also the sav- 
ings effected by providing quarters instead of paying the stipulated 
quarters allowance would amortize the cost of construction within 
12 to 15 vears. 

Every consideration should be given to providing additional 
recreational facilities on Okinawa. 

14. A more specific and definite arrangement should be made as to 
future United States policies concerning continued support to the 
Republic of China. It is believed that the military-aid program 
there has been sound and should be continued. 

At the present time, military personnel in the Philippines are 
paid in military scrip. It is believed that this practice should be et 
continued. It is resulting in operations in the black market and i 
causing financial loss to our servicemen. 

16. It is believed that the United States should give thought to 
establishing an office within the Foreign Service similar to the Office 
of the Commissioner General of the United Kingdom for Southeast 
Asia. 

7. The subcommittee is impressed with the relentless battle being 
waged to rid Malaya of Communists. 

18. It is evident that the people of the Associated States of Indo- 
china have a very strong desire to come to an early conclusion in their 
negotiations with the French Government toward establishing their 
status and assuming the responsibilities of a free nation. 

19. The heroic struggle against Communist aggression which is 
being waged in Indochina has been made possible largely through the 
American aid program. The subcommittee strongly supports this 
assistance program and recommends that it be continued. 

20. Military and technical aid to Thailand should be continued and 
stepped up, if necessary. The civilian and military leaders in 
Thailand are aware of the Communist threat to their nation and to 
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southeast Asia as a whole, and appear to be doing everything within 
their capability to keep their nation strong. 

21. It is believed that the Burmese Government acted with tact 
and diplomacy in asking for the removal of the so-called Chinese 
Nationalists troops still in that country. The United States should 
use its good offices to continue efforts toward reaching an agreement 
to repatriate all of the so-called Chinese Nationalists remaining in 
North Burma. 

22. The subcommittee was impressed with Pakistan and recom- 
me nds granting military aid and continuing technical assistance. 

The United States should continue using its good offices to 
die Egypt and Great Britain to resolve their problems. 

24. It is recommended that the status of American bases in Italy be 
clarified and that inducements be made to other member countries of 
NATO to send more representatives to the Commander in Chief 
South’s staff in order to relieve the necessity of retaining so many 
—— service personnel in Naples. 

The use ef mobile logistic support facilities, as described in the 
‘ite of this report, should be further studied to determine whether it 
would be feasible to use such units elsewhere. 

26. Every effort should be made by our missions in Spain to con- 
tinue to cooperate with the Spanish Government in order to prevent a 
disruption of their economy by the establishment of military bases in 
that country. 

The United States Government should use local rental facilities 
to the greatest extent possible and avoid making undue capital ex- 
penditures which may not be recoverable, in the event the United 
States withdraws from Spain at some time in the future. 

28. Continued military assistance to Portugal is recommended and 
it is believed that there should be continued close cooperation with 
the Portuguese Government in order to maintain a stable economy 
in that country. 

29. It is recommended that any surplus property and equipment in 
French Morocco be transferred to Spain for use in that country, or to 
other localities, if needed. Any items excess to the needs of the 
military in Spain or other localities should be disposed of locally, if it 
can be determined that such disposal would be financially advan- 
tageous to the United States. 

30. It is recommended that additional authority be delegated to 
local representatives of the Corps of Engineers for it seems apparent 
in north Africa, for example, that there is too much centralization 
of authority in Washington which restricts the program in the field. 
It would seem that such authority could be delegated to the field 
level so as to facilitate the accomplishment of the local mission. 

It is necessary that service personnel be reassured concerning 
their traditional benefits. The subcommittee found that cutting 
down on these benefits has had an undermining effect on the morale 
of service personnel serving abroad. 

32. It is recommended that a thorough study be made by the 
military departments to the end that a definite policy can be estab- 
lished regarding the command functions and training of close air 
support of ground forces. 

33. Certain recommendations of a classified nature which are not 
included in this report have been transmitted to the proper authorities. 
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The subcommittee’s trip was arranged and scheduled by the De- 
partment of the Army and appreciation is expressed for the details 
and arrangements which were so competently handled. The sub- 
committee also appreciates the se ower of Lt. Col. Floyd L. Pfeiffer 
and his assistant, M. Set. Manuel J. Silva, Jr., who served as escort 
officers. 

Leroy Jonnson, Chairman, 
James P. S. DEVEREUX. 
Wituiam G. Bray. 
ArtHuR WINSTEAD. 

O. C. FISHER. 

Vicror WICKERSHAM. 





APPENDIXES 





APPENDIX A 


The President has appointed a United Nations command coordinator to serve 
on the staff of the commanding officer of the U. N. Command to administer the 
funds appropriated by the United States Congress for relief and rehabilitat ion and 
to be the commander’s chief adviser on economic matters in Korea. 

Previously, the commander in chief of the United Nations forces, had general 
responsibility for all operations in Korea. He had under him, handling the assign- 
ment of prevention of disease, starvation and unrest, an Army civil affairs organi- 


zation known as the Korea Civil Affairs Command (KCAC). A second relief 
orgarization concerned with the civil economy of Korea is the United Nations 
Korean Reconstruction Agency (UNKRA). The head of UNKRA reports to 


the U. N. General Assembly; however, since the commander in chief, U. N. forces, 
responsibilities extended over all operations in Korea, he retained a certain measure 
of interest in UNKRA and also a measure of control over its operation. 

The economic coordinator for Korea has direct responsibility over those activi- 
ties of KCAC which deal with Korean relief and rehabilitation. Although the 
line of command is not so definite in regard to UNKRA, the chief of the ageney’s 
responsibility as commander in chief, U. N. forces, representative requires him 
to coordinate the activities of UNKRA and KCAC to prevent duplitation of 
effort and to insure that the money used is spent wisely and with the best interests 
of Korea and the United States firmly in mind. In addition, he also acts as Chief 
of the Foreign Operations Administration mission in Korea (FOA). 

Effective October 1, 1953, under the coordinated program KCAC has been 
given responsibility to handle programs in the fields of: transportation, com- 
munications, public works, relief and welfare, supply and distribution service, 
agriculture, health and information; UNKRA will handle projects in the fields 
of: industry, fisheries, mining, general education, vocational education, housing, 
power, flood control, reclamation, irrigation, and forestry. 

The machinery set up for handling the aid program envisages full Korean 
participation on a partnership basis. A Combined Economic Board (CEB) 
under joint Republic of Korea (ROK) and U. N. chairmanship has been organized 
The CEB’s principal committees are the Organization, Finance, and Relief Aid 
Goods Committees. Working groups ard ad hoc also serve, dealing with agri- 
culture and other subjects. A secretariat with both U. N. and ROK personnel 
also serves the committee. 

The war in Korea has resulted in the destruction of over 400,000 houses and 
60 percent of its industry. An estimated 2,750,000 refugees and a large, indeter- 
minate number of indigerts add to the relief problem. 

Due to long and oppressive control by the Japanese, present leaders in govern- 
ment and business have had little practical experience, increasing KCAC’s 
difficulties considerably. Furthermore, the inexperienced ROK leaders have been 
burdened additionally with the task of maintaining a large army and, since the 
beginning of the war, have seen inflation reduce the value of their money to 
approximately one-tenth its former value. 

Basically, the mission of KCAC has been to support Fighth Army by preventing 
starvation, unrest, and disease in the ROK. This is done principally by the 
provision of relief supplies and of giving advice and assistance to the ROK Gov- 
ernment at national and provincial levels. 

The principal responsibilities of KCAC are planning and programing for the 
Civil Relief in Korea (CRIK) program which is based on appropriations of the 
United States Congress. To perform its function it is organized into a Planning 
Division which determines requirements and sets up programs: a Supply Division 
which is responsible for the receipt, storage, and distribution of all relief supplies; 
and the Technical Division which provides technical assistants required for pre- 
paring the CRIK program and for furnishing advice to the ROK agencies. In 
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the field KCAC has 10 teams, 1 at Seoul, and 1 in each of the 9 ROK Provinces. 
Each team consists of about 10 military and 8 civilian employees. The total 
strength of KCAC in all Korea averages about 135 officers, 255 enlisted men, and 
200 civilian emplovees. 

Approximately 1,500,000 tons of supplies were imported into Korea during the 
fiscal year 1953 under the CRIK program. This included over 300,000 tons of 
grain (one-quarter rice, one-half barley, remainder wheat and sorghum). Of the 
580,000 tons of fertilizer imported into Korea, 380,000 were supplied by CRIK 
and 200,000 came from UNKRA sources, and the combined tonnage did much to 
bring about the current heavy crops. Practically all the bituminous coal and 
petroleum products for the railroads, merchant marine, and civilian motor vehicles 
were imported by CRIK. Considerable quantities of building materials were 
imported for schools, refugee housing, and some reconstruction of industry. 
Other items imported included grain, medical supplies, raw cotton, raw rubber, 
and other industrial materials. Grain, medicines, part of the coal, and certain 
building materials for schools and refugee housing were donated without cost, but 
the fertilizer, raw materials, and the remainder of the building materials were 
sold and the proceeds deposited in a counterpart fund which was administered 
by the Combined Economic Board. 

For fiscal year 1954 KCAC will also participate in programing a considerable 
portion of the $200 million FOA appropriation and the fiscal year 1954 CRIK 
program appropriation is $58 million. ‘This 'atter figure does not reflect a com- 
plete picture as there are sufficient supplies in the supply pipeline to make over 
$100 million worth of supplies available for distribution by KCAC during the 
fiscal year. Under the terms of the appropriations, the distribution must be 
completed by June 30, 1954. 

With reference to CRIK supplies imported for sale, these materials are priced 
and allocated by the Combined Economie Board. They are delivered to the 
purchaser under KCAC supervision without further end-use supervision. Free 
distribution materials, on the other hand, are distributed by agencies of the ROK 
Government under close KCAC supervision. KCAC field teams maintain a 
constant check at all levels of distribution, giving special attention to the dis- 
tribution of grain. The field teams also audit records of distributing agencies 
and make extensive end-use checks among refugees and indigents to insure that 
supplies reach the persons for whom they are intended. 

A cheerful note in an otherwise grim picture is the fact that the 1953 harvest 
Was a good one, making the food situation much better than any time since 1945; 
however, there remain many people totally without resources to buy food. 
Furthermore, the Korean people are pitifully housed; large deficiencies in electric 
power and sea and railroad transportation hamper commerce seriously. 

The prime reason for South Korea’s power shortage is the fact that their 
electrical system is a part of the pre-World War II Japanese system with most 
of the generating plants located north of the 38th parallel. In May 1948 the 
Communists cut the power to South Korea. To meet the ensuing power emer- 
gency, the United States located power barges at the ports of Inchon, Masan, 
and Pusan to complement the generation plants within the ROK borders. The 
Masan and Pusan barges still are in operation and are generating most of the 
power used in the southern part of the system. Present plans call for the 
rehabilitation in 1954 of the Hwachon hydroelectric powerplant which is capable 
of generating 81,000 kilowatts. This plant, though located north of the 38th 
parallel, isin UNC hands. It is expected that its restoration and employment in 
the ROK system will permit the phasing out within 2 years of the Masan and 
Pusan power barges. 

The long-range power problem in the ROK is to give the country an electrical 
power system capable of generating and distributing sufficient power to meet 
the requirements of the expanding ROK economy, including a proposed defense 
force of 20 divisions. Currently, under UNKRA fiscal year 1953 funds in the 
amount of $3,604,740, a program is under way which will restore certain parts 
of the damaged system and permit the system to increase its generation rate from 
the present daily level of 90,000 kilowatts to 120,000 kilowatts. It is appreciated 
that this is only a preliminary program in that it is estimated that the ROK 
will require a daily output of 225,000 kilowatts. In order to develop the isolated 
ROK power performance system to this performance level will require a complete 
engineering survey to determine what will need to be added to the system. 

It is planned to employ under contract a United States engineering firm to 
determine the number and location of power plants and interconnecting trans- 
mission systems required. For the period fiscal years 1954-59, in anticipation 
of the definitive information that will be received from the engineering firm, a 
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program has been prepared in the amount of $94,779,000 to build 3 steam plants, 
3 hydro plants, and to rehabilitate 2 hydro plants and transmission systems, which 
will increase the dependable daily production of the svstems to 273,000 kilowatts 
as compared to the estimated demand of 225,000 kilowatts by 1959 

It should be noted that with the additions to the system cited above, and the 
restoration of existing equipment, the total generating capacity of the plants in 
ROK-controlled areas will be in the vicinity of 399,220 kilowatts in 1959, but, due 
to the low annual rainfall in South Korea and the country’s rate of coal produe- 
tion, it is considered doubtful that the rate of dependable power production com- 
pared to total installed power will ever be more than 68 percent as compared to the 
usual United States figure of 90 percent 

Installation of the system contemplated will be accomplished bv skilled im- 
ported technicians and ROK workers. Where possible a limited number of the 
available Korean engineers will also be used. The electric power program for 
fiscal vear 1953 to 1956 will represent an investment of $98,383,760. 

Transportation—a second major problem facing the ROK—has as its knotty 
core the fact that the existing road and rail net was developed by the Japanese, 
from 1905 to 1945, who regarded the Korean peninsula merely as a bridge to 
Manchuria. As @ consequence, the roads and railroads generally run north and 
south, with insufficient lateral communication and ignoring important areas of 
natural resources. The political division of Korea following World War If cut off, 
to a large extent, the flow of traffic to the north and also shut off coal for the rail- 
ways and electrical power, forcing the ROK to start development of their own 
limited natural resources. Progress toward remedying the transportation defi- 
ciencies was halted by the Communist invasion in June 1950. 

At present the Korean transportation system consists of approximately 2,000 
miles of railroad track; 10 major and 67 secondary ports; 39 merchant marine 
vessels, 14 of which are oceangoing; 9,540 miles of roads, unpaved except in 
Seoul and Pusan; an uncounted fleet of old, dilapidated trucks and buses; over 
2,000 small wooden vessels, 220 of which are over 50 tons; and streetcar systems 
in Seoul and Pusan. 

Outside the Pusan perimeter, which was never taken by the Communists and 
which therefore escaped destruction attacks by UNC forces, the transportation 
system is extensively damaged. Its structures and equipment having been 
prime targets of both sides as the battlelines changed. In addition, the system 
is suffering from 10 to 20 years of neglect. 

The present condition of the transportation system will be discussed in the 
succeeding paragraphs, including information on what has been done to repair 
war damage and what remains to be done. Plans for fiscal vear 1954 are based 
on the $200 million FOA program as currently, but not finally, allocated to the 
various projects. 

In order to transport men and supplies to the battlefront, the United States 
Army had to take over supervisory and operational control of approximately 
1,200 miles of rail lines and has continued to provide, from military funds, loco- 
motives, cars, rail, bridges, ties, coal, and equipment required to maintain the 
basic facilities. The average monthly cost to the Army has been $3 million. 
Thus, generally speaking, trackage under military control has been restored and 
maintained to a reasonable standard. Trackage not under United States military 
control, however, has received no supplies from aid programs with the exception 
of 304,000 ties from the UNKRA fiscal year 1953 program, about half of which 
had been delivered as of September 1953. After these ties have been laid, some 
821,000 completely decayed ties will remain. In fiscal year 1954 it is planned 
to procure 250,000 ties which is the absolute minimum required to keep the lines 
in operable condition, though below normal safety standards. To maintain the 
tracks in even this below minimum standard condition will require a much 
larger program in fiscal year 1955. 

In a@ mountainous country such as Korea, bridges are a necessary adjunct to 
the transportation system. During the fighting for control of Seoul three spans 
of the large Han River Bridge near the city were destroyed. Present plans call 
for rebuilding the Han River Bridge as the present patched up situation cannot 
be maintained in operation without considerable further expenditure. Present 
plans call for procuring from abroad in fiscal year 1954 about one-third of the 
necessary building materials and equipment and to complete the project in 
fiscal year 1955, funding limitations permitting. Many small bridges also were 
damaged and have been temporarily repaired but will need replacing eventuallys 
Some plans for small bridge repairs are included in the fiscal year 1954 program. 

Improvement and repair of the ROK’s general railroad facilities are included 
in the rehabilitation plans. The railroad’s locomotive-watering facilities largely 
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have been restored through temporary repairs; procurement of necessary pumps 
and boilers are planned for in the fiscal year 1954 and 1955 programs. The 
interlocking signal apparatus was destroyed at 12 of the more important stations; 
Korean conditions make it essential that every advantage be taken of safety 
devices to prevent accidents, consequently, in fiscal year 1954 it is planned to 


restore seven of the destroved signal static ns Furthermore, Seoul’s central 
switchboard and the repair and assembly shop for the railway telephone system 
was destroyed and 10,882 telephone poles are decayed or damaged. In fiscal 


vear 1954 it is planned to reconstruct the switchboard and repair shop and to 
procure 1,750 telephone poles 

Fifth-six percent of the railway electrical supply equipment was damaged. 
Twenty percent of the destroved e julpment nas been restored bv the Army, using 


local materials, but further restoration is required and fiscal year 1954 plans in- 


clude restoration of a further 10 percent of the equipment. Buildings, stations, 
backshops, and engine sheds were extensively damaged by the fighting. UNKRA 


fiscal year 1953 funds purchased $200,000 worth of materials which is on hand 
and it is contemplated to procure in fiscal year 1954 additional materials to achieve 
about 15 percent restoration. 

Probably the most serious rail problem—and an important hampering factor 
in South Korea’s economic recovery—is the shortage of freight cars. At present 
there are 10,000 freight cars in service as against 11,431 before the war. At least 
15 percent are worn out and should be retired. Traffic in September 1953 was 
averaging 40,000 cars and 1,200,000 tons of freight a month, 2}2 times the prewar 
rate, and it is anticipated this volume will increase 12 to 14 percent as the aid 
program develops. Military requirements receive first priority shipment and 
there remain insufficient cars to move satisfactorily even relief imports and 
ordinary Korean products are almost entirely denied transportation. 

Procurement of 645 freight cars Was made from fiscal year 19535 funds (515 
Army, 100 CRIK, 30 UNKRA) and they were just beginning to arrive in Korea 


during the subcommittee’s visit. The addition of these cars will alleviate but 
not solve the problem An additional 2,000 cars will be needed in fiscal vear 
1954 to carry the traffic increase envisaged. An additional approximately 150 


cars probably can be constructed in the field using cannibalized parts from cars 
put out of action by the opposing forces. 

Of less vital but nevertheless important coneern is the fact that only 554 
passenger coaches remain in service of the 1,192 that were operated before the 
war, making passenger coach travel conditions deplorable. Plans now laid 
include the procurement of 150 coaches with fiscal vear 1954 funds and a similar 
number in fiscal vear 1955, budgetary limitations permitting. 

A bright note in an otherwise dark picture is provided with the report that the 





543 locomotives m in service are considered adequate, providing spare parts are 
supplied to keep them maintained 

Spare parts for both locomotives and rolling stock imported during or since the 
war have been pro\ ided by the Army at a cost of approximately $500,000 a month. 
Supplies are urgently required for those engine sheds not under military control 
and to supplement military supplies to backshops. Procurement abroad in fiseal 
vear 1954 of supplies to the value of $2.2 million is planned. In fiscal vear 1955 


considerably more supplies will be necessary plus the continuation of Army sup- 
port as at present. 

Lack of proper machine tools has made proper maintenance of locomotives and 
rolling stock difficult Under procurement with fiscal vear 1953 funds are 
$180,000 worth of these tools which should greatly relieve the situation. 

Sixty percent of the total wall area of 500 warehouses was destroved and it has 





been possible to repair only a small portion of the damage, using local materials. 
In fiscal vear 1954 it is planned to procure from abroad sufficient materials to 
repair 76 warehouses, leaving 40 percent of the damage to be repaired. 

Fiscal year 1954 railroad planning finally includes a proposal to resume work on 
three extensions of the system halted by the war: (1) From Naesong to Cholam 
(50 miles) to connect the isolated Samchok railway to the main railway and to 
provide for the movement inland of coal from the mines near Cholam (in this 
respect, the Samchok-Cholam area has a cement factory, a chemical industry, the 
best stand of lumber remaining in Korea, vast deposits of high-grade anthracite 
coal and is capable of considerable industrial expansion, yet its only outlet is 
through the small port of Mukho); (2) Songhak to Yongwol (22.7 miles) to Ham- 
baik (16 miles) to open a Way to the i nportant thermal powerplant at Yongwol 
and the high-grade coal fields at Hambaik; (3) Chomchon to Eunsong (15 miles) 
to provide access to three high-grade coal mines. It can be seen that these three 
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extensions open routes to already existing coal areas whose product is vital 
needed in any movement to make South Korea self-supporting 


The ROK marine transport system also is in great need of rehabilitation, recon- 
struction, and in some cases expansion. The merchant fleet nsists of 4 ocean- 
going vessels totaling 28,000 tons (gross) and 35 coastal v | of 51,000 gross 





tons. Twelve of the coastal vessels are United States owned and on charter to 
the ROK. Of the remaining 23, 13 are of military design unsuitable for com- 
mercial trade, and 5 are unseaworthy and only in service due to the pressing need 
for bottoms. The fleet is large enough for estimated future needs and with 
replacement in the next 2 years of the unseaworthy and ur nomical coastwise 
vessels by 8 commerci 
30,400 gross tons, will give the desired end results 
In addition to the larger coastal vessels above, the ROK’s use approximate ly 
} 


220 luggers (sail or semidiesel powered wooden vessels of 150-ton capacity or less 





l coastwise vessels of 5,800 gross tons each, for a total of 





to perform the vital function of transporting commerce to their numerous small 


islands and coastal communities In many cases these luggers are superannuated 
and in various stages of unseaworthiness, consequent] t fleet is gradually 
deteriorating. Replacements can and should be built in Korea to replace and 
augment the existing fleet It is estimated conservatively that 300 new luggers 
will be needed in the next 3 vears Much of the material for the hulls and all of 
the engir must be import | 


es mu 
Generally the 10 main and 67 secondary harbors of South Korea, with 








exception of the facilities at Pusan, Pohang, and Ms were severely damaged 
during the war; all of the ports have suffered from inade« maintenance ( 


1942 In 19538 rehabilitation of Kunsan-Changhong Harbor was initiated The 
harbors at Mukho, Pohang, Mokpo, and Yosu are important harbors presently 


in need of rehabilitation 








Considerable dredging needs to be done in Korea’s harbors (required dredging 
left undone from 1941 to 51 is estimated to amount to 7 million ¢ s 
and it is estimated that 1 million cubic meters will need to be dredge lv 
To accomplish this program, two ROK dredges have been repaired is 
to be repaired and a modern suction dredge is being It in Hawaii 

Pusan’s Korea Shipbuilding Corporation is the only vard in the ROK capable 
of drydocking and repairing average-size oceangoing vessels It supports the 


ROK merchant marine and has saved substantial foreign exchange outlays It 
also is manufacturing marine diesel engines needed badly for use in fishing and 
cargo vessels. The yard is presently hampered by certain deficiencies, particu- 
larly in its foundry and electrical shops. 

In addition to the Pus shipvard the ROK has some 100 small vards located 
along the seacoast. These is provide repair and construction facilities for 
approximately 41,000 small wooden boats engaged in fishing and transport opera- 
tions. They have deteriorated due to the war damage and also the interruption 
of commerce. Thirty of the best vards have been selected for rehabilitation, 
their geographical distribution being one factor in their selectior 

Forty-four percent of the port warehouses outside the 
perimeter were damaged or d troved durin tt host 
repairs with available materials have been underta 


uffs, cement and f 























commodities such as grain, foods 








covered toragce and T i interfe renee to current tr l 
being caused by the lack of warehouse accommodation 

The Army has provided car andling ¢ = bck eb tn wai be 
met of militarv traffic : ito a $ ; : 5 4 7 
ability It is estimated that to handle properl ’ Is, at least 5 
cranes and 12 shore cranes of vario tvpes and are a I liate r 
ment to supplement military equipment at P 1 | 1 to 1y 
needed facilities a ntirel in por | ! rae 
repair damaged coal conveyor vust also nrocnred al aa 

Fiscal year 1954 plat elude | I of : 1 12 
warehouses at kev ports ») DF : 1 _ : 
and sizes, and I f ria 1 r p- 
ment to a value of S300.000. 

Before the outbreak of hostilities, the ROK had 14,000 f which 9,000 
were trucks The total number now | e¢ reduce /,000 
are old and in a poor sta ( repair to | } ) } rt , 
facilities, as well as hard usagi In f r 195 UNKRA pur i 600 
trucks which are expected to be in serv near future Present | pro- 


pose to place the fleet near its original figure usir he f i ul 4 and 1955 
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funds. Some 5,000 ROK Army trucks of Japanese-manufactured commercial 
type possibly will be made available to the civil economy when the army re- 
ceives replacement vehicles of military types. However, these trucks have had 
severe service and will probably produce about 2,500 usable trucks. It is esti- 
mated that $6.8 million will be required to maintain the existing fleet in operation. 

The only part of South Korea’s 5,550 miles of roads that is paved are the city 
streets of Seoul and Pusan. Provincial funds and local labor are used to main- 
tain 6,250 miles of the system, the remainder of the network is maintained by 
national funds. The provincial roads are largely maintained by local farmers 
and laborers who are obliged to work 12 days a year in lieu of partial payment 
of taxes. Approximately 70 percent of the road network is below the desirable 
minimum width of 18 feet. Generally, it can be said that South Korea’s roads 
are in need of major improvement. This is particularly true of road bridges 
which have suffered great war damage. For example, of a total of 5,816 bridges 
spanning 135 miles, 1,576 were classified as destroyed and 30 percent were dam- 
aged. It is estimated that the cost of importing materials to effect repairs alone 
will be $13.6 million. 

Military Sy ee have repaired and maintained supply routes important to 
the army: 82 bridges have been permanently repaired and 519 te mporarily re- 
paired; the remaining 975 have not been repaired, causing great inconvenience 
during rainy periods. 

The nonexistence of all-weather roads frequently causes periods of isolation in 
many districts as long as 20 days during the flood season. It is estimated that to 
provide all-weather roads to correct this condition an additional 1,126 bridges (22 
miles) are required together with improvements to existing roads. Therefore, the 
total number of bridges necessary, both new construction and reconstruction is 
estimated at 2,702 spanning a distance of 45.7 miles. It can be easily seen even 
with an unexperienced eye that the difficulties of constructing and maintaining 
roads in Korea are great. There is a constant problem of drainage of roads built 
through mountainous terrain and the lack of trees and vegetative growth along 
mountain sides has made conservation of water impossible, resulting in drastic 
runoff when it rains. 

In recognition of the importance of good roads to their economy, the ROK 
Government has laid plans for a 5-year construction program calling for the 
expenditure of slightly over $30 million for imported materials and $34 million 
for domestic materials, labor, and other expenses. Funding limitations dictate 
that this program will have to start on a modest scale. In fiscal year 1954 it is 
planned to purchase abroad material sufficient to repair 220 bridges (8.75 miles 
and to bring some 44 miles of road to main artery standards. The ROK Govern- 
ment assumes that roads important to military operations will be maintained by 
the army and the possibility of securing military aid in repairing other roads 
currently is under investigation. 

Streetcars in Seoul and Pusan are the major form of transportation for the urban 
population. Seoul’s system was extensively damaged during the war but has 
largely been repaired except for the replacement of streetcars. The cannibaliza- 
tion and limited procurement from abroad of secondhand cars has enabled them 
to build into service a total of 140 cars as compared to the 240 in service before 
the war. Present plans call for the procurement of the deficit 100 cars in fiscal 
years 1954 and 1955. 
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APPENDIX B 


Work accomplished Since Seplte mber Fe 1952 


Barracks and messes 
Bachelor officers quarters 
Houses- 

Warehousing 

Roads (equivalent 2 lane 
Major highway bridges 
Steam powerplant 

POL distribution system 


Water purification plant addition 

Fire station, telephone exchange, dispensaries, 
electronic facilities 

Recreation center—consisting of 
gymnasium, post exchange 
service club, and library. 

2 chapels, 2 commissaries, and a post office. 

Armament repair shop 

A capitol bldg. and port terminal 
Government of the Rvukvus 

6 deep water berths, Port of Naha. 

22-foot harbor, Tomari Bay. 


theater, 
bowling alleys, 


bldg. for 


5,500 met 
1,000 officers 
700 families 
1,000,000 sq. ft 
100 mi 


9, 
416,000 kv.-a. 
280,000 bbl. storage: 41 miles 


pipe line. 
4,000,000 gals 
21 bidgs. 


Construction costs are lower 


Officer housing, per unit 
NCO housing, per unit 
Army enlisted men housing and me 
Air Force airmen housing and mes 
Miscellaneous buildings, 
Administration 
Base operations with Globecom 
Aircraft maintenance 
Telephone exchange 
Cold storage 
Dispensary 
Chapel 
Commissary 
Laundry 
Shops 
Ammunition igloos 
W arehousing 
Warehousing 






,» per mar 


per square foot 


large areas 
small areas 


NotTe.—W here figures are not given, 
33 percent less than last year. 


no new experience since August 1952. Current costs apy 





$22, 400. 00 


19, 000.00 | $15, 000. 00 
1,919.00 | 1, 537. 00 
2 531.00 2,125.00 
17.10 10.75 
19. 54 
21. 50 
21.00 
30. 60 22. 55 
16. 84 
18. 64 
28. 38 
16. 70 
6. 5 8.1 
+0 6. 06 
11.50 7.61 


roximate 
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Value of work placed 1 S80, 000, 000 
Man-hours worked 2 72, 000, 000 





] ployment, Government and contractor: 
— i 
Maximt 1m Present 
4 832 
Okinawan 25. 000 
spa 6, 000 3! 
} 3H 390 
Cl c 110 107 


Conerete placed cubie vards 300, OOO 
Asphalt d ered tons 265, 000 


Dredged harbors cubie vards 2 300, 000 
Concrete blocks produced 3, 000, 000 
( crete pipe produced, size 8 inches to 36 inches feet 375, 000 


Aggregate produced ae tons 1, 250, 000 


2A x ite third of United Stat 1eers total on military construction in the United States. 


APPENDIX C 


HEADQUARTERS, TWENTIETH AIR Forcr, APO 239 


’ 


SEPTEMBER 29, 1953. 





A study to point up a shortsighted fallacy the Government can’t afford 


large numbers of family housing for service people—it can’t afford 


1. This study presents the henefits which ean be obtained by establishing 
concurrent travel to Okinawa for eligible Air Force families. Concurrent travel 


will eliminate one of the greatest discouragements to service life—separation 
] } 





y A 

from family for repeated, indetermi and extended periods of time. It will 
raise rale and the end result will be greater personnel efficiency with a stable, 
de \ 7. t of « ure I I j ( , 

2. An example of the cost which results from abnormal turnover in personnel 
can be seen from consideration of the case of a single individual. According to 
B i Ci ral Hopwood, Deputy Dir tor, Personnel und Planning of USAF, 
repla ( of an experienced airman who leaves the service costs $6,500. 
Only a all percentage of airmen and officers serve lengthy periods entitling them 
to retirement Most leave after comparatively short periods because of dissatis- 


fact ith service life due to su things as long separations from their families 





i 4 of il pla 1 affairs. The cost of replacements 
I ect i trie large | is very g 
> All f lr this id il based on the number of houses needed to make 
Ce rent travel possible for all currently eligible Air Force personnel, stationed 
on Okinawa Chis nut I 2,148. Comparative analysis is presented on the 
b f tours of duty of 24, 30, and 36 months. The construction of good depend- 
ant ho makes longer tours of duty acceptable and the longer tours justify 
the ol mstruction because f the greater savings which are realized Good 
Cc I n a » 1 i 3 lif eX] ta of us Kor the tvpne of house 
a 25-vear p {is the minin expectancy Che permanent- 
1 quar rs § Ra 1 r | Ba nave been in use 1 v for 22 vears and 
al 
1 "| re al 527 perma t tvpe quarters on Okinawa so an additional 
1,62 r | f it $21,000 ea yuld be $34.041.000 
| eed I 1 ul truct r perma t-tvpe dormitories for officers 
t i para 1 fr l 1 ( 1 by coneurt t travel 
\ a Da | l $3,705 I - ‘Vi amo ttoa 
iL of 86,005,80 621 houses to $28,035,195 
] A l roa 4 i ow t Du for tess t wn 
$21,000 « I ia i i ut past ) rue | 1 ler, 
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it is reasonable now to construct some houses with only 1 or 2 bedrooms for smaller 
families. 

5. The additional Say ings which can be realized will be describe d in the following 
order: - 

(a) Quarters allowances. 

(6) Lengthening the tour of duty. 

(1) Costs of training fewer replacements. 

(2) Costs of shipping fewer replacements. 

6. Rental allowances saved by the Government over a period of 25 years would 
amount to $45,994,254. This is computed by taking the aver 
$94.58 a month for 1,621 sponsors. 

7. By reducing the number of replacements during a 25-year period a saving 
in training time to get replacements familiar with their new job causes reduced 
payroll costs. Assuming that this training requires an average of 45 days, the 
savings would be: : 

(a) On the basis of a 30-month tour: $6,696,13 

(6) On the basis of a 36-month tour: $8,375,19 

8. Over a 25-year period the cost of shipping sponsors, dependents, and neces- 
sary personal effects to the additional 1,621 quarters would be 

(a) On the basis of 24-month tour: 124 shipments—$103,987,150. 

(6) On the basis of 30-month tour: 10 shipments—$83,189,720. 

(c) On the basis of 36-month tour: 84 shipments—$69,297,036. 

Therefore, it is evident that by increasing the length of tours, savings could be 
realized as shown below: 

(d) 24 to 30 months—$20,797,430. 

(e) 24 to 36 months—$34,690,114. 

9, So, to summarize, the savings that could be realized in 25 years based on 
a 24, 30, or 36 month tour by the construction of these 1,621 additional units 
would be: 


allowance of 








ty 


bo bo 


24 months 0 months 36 0 ths 
Rental allowances--... $45, 994, 254 $45, 994, 254 $45, 994, 254 
Training replacements 4, 182, 569 6, 696, 132 8, 375, 192 
Shipping replacements !_... 6 20, 797, 430 34, 690, 114 
Potal. 50, 176, 823 73, 487, 816 89, 059, 560 


1 This is a comparative savings between costs. 


10. The maintenance costs for 25 years on the 1,621 family quarters would be 
$1,592,633. Maintenance of 1621 permanent bachelor officer quarters spaces 
would be $680,820. Net total savings is the difference between the two foregoing 
figures, subtracted from the savings ¢ ymputed above: 





24-month tour 30-month tour 36-month tour 

Gross savings. _..- ; $50, 176, 82 $73, 487, 816 $89, 059, 560 
Difference in maintenance cost 11,813 411, 813 911, 813 
Total net savings-. 5 49, 265, ( 72, 576. OO 88, 147, 747 


1. Based upon these calculations then, it is clearly evident that at the end of 
approximately 12 years the actual cost of the 1,621 additional houses would be 
amortized. And for the next 13 years (minimum life expectancy of houses at 25 
years) the Government would actually be making money as a clear profit. This 
clear savings or profit would be as follows: 


Total savings 349, 26 | die 6, OOS 


Cost of houses ts | ~ ~ 





Clear savings } 21,229,815} 44,540, Sus 60, 112, 552 


12. In addition to these tangible savings the intangible saving that would 
certainly result from an increase in overall morale must not be overlooked. With 
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morale, production is bound to be more efficient and with more efficient 

the part of each individual it cannot help but reduce the number of 

lividuais in an zation required to produce the same results, It is believed 

that this hidden savings could and pr ablv w { amount to an amount equal 
to a substantial percentage of the tangible savings shown above 

On the other hand, it is realized that the construction of these additional 

i i eee { bring about certain other expenses to the Government that would 

not accrue if the additional fa es were not brought over. These expenses 

would result from the need for additional schools, for dependent children, increased 

commissary activities, and recreational facilities such as playgrounds, ete. It is 





T. W. Scort, 


Colonel, USAF, Vice Commander. 


1 Inclosure: Detailed computation. 


COMPUTATIONS 


Required additional houses 1,621 times $21,000 each $34, 041, 000. 


Average cost of bachelor accommodations $3,705 times 
1.621 required houses es Se 6, 005, 805 


Difference of above $34,041,000 less $6,005,805 : . 28, 035, 195. 


ii iired additional hous« 1,621 times average rental 
ull ance per month $94.58 times 12 months for 1 year 
es 25 years 15, 994, 254 


Required houses 1,621 times difference in number of 
rotations in 18-month tour and 30-month tour (160% rota- 
tions less 10 rotations, respectively) of 6.66 rotations 
times the cost of 45 days familiarization for each sponsor 


$620.25 6, 696, 132. 


b) Required houses 1,621 times difference in number of ro- 
ations 18-month tour 


t nd 36-month tour (16 3 rotations 
less 814 rotations, respec 


ively) of 8.83 rotations times the 








cost of 45 days familiarization for each sponsor $620.25 8, 375, 192. 
Q 
equired houses 1,621 times 12.5 rotations (or ship- 

ment times total cost of sl ipping sponsor, de pel dent 


al d ho isehold goods $5,132 103, 987, 150. 


b) Required houses 1,621 times 10 rotations (or shipments) 


times total cost of shipping sponsor, dependent and 
) 





household goods $: 2 83, 189, 720. 
Required houses 1, times 8% rotations or ship ents 

r 8.33 times total cost of shipping sponsor, dependent 

and household goods $5,132 69, 297, 036 


1) 24-month tour cost 103 
I ess 3Q-m« nth tour cost 83, 189, 720 
20, 797, 430 

= > 
24-m i! ) a. 7 . 103, 987, 150 
Less 36-month tour cost 69, 287, 036 


All « sf previous computations except: Re- 
l ouses 1,621 time I f f rota 
LS t 12 if re tie . 
‘ 2 ft t ray | HY imes 
( I I 1 l SOT 
$620.2 . 4, 182, 569 
Par 
ed 2 t 3 | l e- 
ee t SdU.50 1 ¢ 25 vear 1, 592, 632 
| 
3() ‘ 680, S20 


Difference of above 911, 812 


987, 150 


adadit nal cost would be Only a drop in the bucket 
that would be realized as pointed out in the study above, 
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APPENDIX D 


TEXT OF THE AGREEMENTS SIGNED IN MADRID BETWEEN SPAIN 
AND THE UNITED STATES OF AMERICA, THE 26TH SEPTEMBER 
1953 


MutTuaL DEFENSE ASSISTANCE AGREEMENT BrerwrEEN SPAIN AND THE UNITED 
STATES OF AMERICA 


The Governments of Spain and of the United States of America, 

Desiring to foster international peace a 
and good will and to maintain world peace; 

Considering that the Congress of the United States of America has enacted 
legislation enabling the United States of America to furnish military, economic, 
and technical assistance to Spain to that Spain may accomplish such objectives: 





rity, to promote understanding 


Desiring to set forth the undertakings and conditions which govern the fur- 
nishing of military assistance by the Government of the United States of America 
under such legislation and the measures which the two governments will undertake 
individually and together in furtherance of the above objectives: 

Have agreed as follows: 


ARTICLE I 


1. Each Government will make available to the other, and to such other 
governments as the Parties may in each case agree upon, equipment, materials, 
services, or other assistance in such quantities and in accordance with such terms 
and conditions as may be agreed. The furnishing and use of. such assistance 
shall be consistent with the Charter of the United States. Such assistance as 
may be made available by the Government of the United States pursuant to 
this Agreement will be furnished under the provisions and subject to all the 
terms, conditions, and other provisions of the Mutual Defense Assistance Act of 
1949 and the Mutual Security Act of 1951, acts amendatory or supplementary 
thereto and appropriation acts thereunder. The two Governments, will, when 
it is considered necessary, negotiate detailed arrangements necessary to carry 
out the provisions of this paragraph. 

2. Both Governments will utilize this assistance exclusively for the promotion 
of international peace and security, in accordance with arrangements satisfac- 
tory to both Governments, and will not, without prior and mutual consent, 
devote such assistance to purposes other than those for which it was furnished. 
3. Arrangements will be entered into under which equipment and materials 
furnished pursuant to this Agreement, and no longer required for the purposes 
for which originally made available, will be offered for return to the country 
which furnished such equipment and materials. 

4. Without prior and mutual consent, neither Government shall transfer to 
any person outside that Government or to any other nation, title to or possession 
of any equipment, materials, property, information, or services received under 
this Agreement. 

5. The Government of Spain will take such security measures as may be agreed 
in each case between the two Governments in order to prevent the disclosure or 
compromise of classified military articles, services, or information furnished 
pursuant to this Agreement. 

6. Each Government will take appropriate measures consistent with security 
to keep the public informed of operations under this Agreement 

7. The two Governments will establish procedures whereby the Government ¢ 
Spain will so deposit, segregate, or assure title to all funds allocated to or derives 
from any program of assistance of the United States so that such funds shall no 
be subject to garnishment, attachment, seizure, or other legal process by any 
person, entity, or government when in the opinion of the United States any such 
legal process would interfere with the attainment of the objectives of the said 
program of assistance, 











> ple 


ARTICLE II 


The two Governments will, upon request of either of them, negotiate appro- 
priate arrangements between them providing for the methods and terms of the 


exchange of patent ri 





ghts and technical formation f efense which will expedite 
} 


such exchanges and at the same time protect private interests and 
y 


safeguards 


securit 
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uw { +} Ro ’ t f I ted State indertakes to make 
14 to the Govern ; f the I’nited “tates nesetas for the ise of the latter 
G ' t f { y f tiy ind erating expenditures in connection with 
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4 {> er? ant f “na ; nt as otherw e ACTS 1 te g arantee dutv 
free treat f nortation or rtation and exemption fro nternal taxa- 
t | ‘ a r equipment imported into its territory 

t \ ef il ilar Agree ent between the Gov- 
er t of the United States and the Government of a other country receiving 
i i i t 
> I orat and Oy res eff ted Spain | or on behalf of the 
G r i aad TTynit 1 Stat for the cor Or Iafang effort including those 
carried out as a sequence of any other foreign aid progra vill be relieved from 
a ixatic I S 1 the Spanish Government will prescribe pr rtinent pro- 
( sfa I » Tf par Ss 
\ 7] hy 1 Annex atta ed to this Agreement and authorized by it will 
establish the terms and general procedures for the implementation of this para- 
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e tax relief authorized above will applv to those operations and expendi- 
tures of the United States which are authorized bv the Defense Agreement and 
arra ents to be concluded thereunder, and the Economic Aid Agreement as 
( luded betwee t two Gover! ents 
ARTICLE IV 

1. The Government of Spain will admit person: el of the Government of the 
United States who will discharge in Spanish territory the responsibilities acquired 
u r this Agreement and who | be accorded facilities to observe the progress of 
t issistance made available Such personnel who will be United States na- 
t 4 ncluding personnel temporarily assigned, will, in their relations with the 
Government of Spain, operate as a part of the Embassy of the United States of 

( 


America under the direction and control of the Chief of the Diplomatic Mission, 
and will have the same status as that of other personnel with corresponding rank 
of the Embassy of the United States of America. Upon appropriate notification 
by the Government of the United States the Government of Spain will grant full 
mber of personnel designated under this Article. 
2. The Government of spain vill grant exemption from import and export 
duties on personal property imported for the personal use of such personnel or of 
| take adequate administrative n to facilitate and 

rty of such indi- 


f 
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ARTICLE VI 


In the interest of their mutual security the Government of Spain will cooperate 
with the Government of the United States in taking measures d 
trade with nations which threaten the maintenance of world peace. 


igned to control 





ARTICLE VII 


1. This Agreement shall enter into force on the date of signature: and will 
continue in force until one year after the receipt by either party of written notice 
of the intention of the other party to terminate it, provided that the provisions of 
Article I, paragraphs 2 and 4 and arrangements entered into under Article I, 
paragraphs 3, 5 and 7, and under Article II and Article III, paragraph 3, shall 
remain in foree unless otherwise agreed by the two Governments. 

2. The two Governments will, upon the request of either of them, consult 
regarding any matter relating to the application or amendment of this Agreement. 

3. This Agreement shall be registered with the Secretariat of the United Nations 
by the Government of the United States of America 

In witness whereof the respective representatives, duly authorized for the pur- 
pose, have signed the present Agreement. 

Done at Madrid, in duplicate, in the Spanish and English languages, both texts 
authentic, this 26th day of September 1953. 


For the Government of the United States of America: 
The Ambassador of the United States of America, 
[L. S.] James CLEMENT DUNN 


Por el Gobierno espanol: 
El Ministro de Asuntos Exteriores, 
[L. S.] ALBerto Martin ARTAJO 


TAX RELIEF ANNEX ATTACHED TO THE MUTUAL DEFENSE ASSISTANCE AGREEMENT 


1. a. In accordance with Article III, paragraph 3, of the Mutual Defense 
Assistance Agreement, the Government of Spain agrees and guarantees that all 
activities and expenditures undertaken within the jurisdiction of the same by or on 
behalf of the United States, for the common defense, including the activities or 
expenditures carried out in connection with any foreign aid program agreed to 
by the United States, and the activities and expenditures carried on for the 
common defense under the terms of this agreement or otherwise, will be exempt 
from taxation (including surcharges, contributions, or other charges of any 
nature, other than reasonable compensation which may be made by the United 
States for services requested and received by or for the benefit of the Spanish 
Government, political subdivisions thereof, or quasi-governmental organizations. 

b. The relief will apply in all eases in which the United States is subject to the 
payment of the tax finally, in all eases of taxes which apply directly to expenditures 
effected by the United States, and in all cases covered in the Defense Agreement 
and arrangements to be concluded thereunder, and the Mutual Defense Assistance 
Agreement and Keonomie Aid Agreement as concluded on the 26th of Septer ber 
1953. 

The fiscal relief will not apply, except as stated above, to taxes on the incomes, 
profits, and operations of those persons or entities who render service to, or work 
for, the account of the United States. 

ec. The taxes from which relief is granted by the present Annex, and in any 
other manner as may hereafter be agreed upon between the parties, shall include 
but not be limited to: 

(1) Tax on transfer of property and rights to real 

(2) Import duties (any tax or duty payable on the importation of articles, 
materials, or components or parts of the same purchased by means of the 
aforesaid expenditures). 

(3) Export duties. 

(4) Transportation and entry or exit tax. 

(5) Tonnage tax. 

(6) Stamp tax. 

(7) Use and consumption tax excepting in the case of those products 
(petroleum and its byproducts and tobacco) whose production or sale is 
monopolized by the State. Should purchases be made from other sources 


than the manufacturers themselves, this tax will be applicable, but refund 


will be made, in accordance with procedures to be developed, of that part 


estate. 
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of the price which includes this tax These procedures will include the 

method to be used in ascertaining the amount of this tax to be so refunded 

8) Provincial taxes (except where attributable to services re ndered). 

9) Municipal taxes (except where attributable to services rendered 

10) Tax on industries, trades, and professions in the amount, if any, that 
such tax may be increased due to the activities and expenditures referred 
in subparagraph la above 

11) Any additional taxes as appropriate. 

d. The tax relief granted in accordance with the provisions of this agreement 
will be considered as supplementing any tax relief normally enjoyed by the United 
States within the jurisdiction of the Spanish Government. The relief so accorded 
will apply to all operations and expenditures of the character described in sub- 
paragraph a hereof, which may occur after the date of this agreement. 

e. With respect to any other tax not specifically mentioned in subparagraph c 
hereof and which may be found to be applicable to expenditures or activities of 
the character described herein, the two governments will consult with a view to 
arriving at mutually satisfactory arrangements regarding procedures to assure 
relief from such taxes in accordance with the principle of tax relief granted by 
subparagraph a of paragraph 1. 

f. In the same manner should special situations or circumstances arise with 
respect to taxes of the type covered by subparagraph ¢ which may affect the com- 
pliance with the terms of relief granted herein, such situations or circumstances 
will be discussed between the two governments with a view to supplementing 
this agreement in accordance with the spirit and the terms of this Annex. If 
necessary, the Spanish Government will examine the feasibility of appropriate 
legislation to accomplish this end 

g. The requirements of Spanish legislation of a social character and any other 
contributions relating to the employment of individuals are not affected by this 
agreement. 





2. The relief specified above will be granted by means of the procedures de- 
scribed below. Changes in these procedures that may appear to be advantageous 


in order to facilitate the administrative work and the enforcement of the exemp- 
tion granted above, may be initiated as mutually agreed between competent 
United States and Spanish authorities. The record of these changes may be in 
the form of an annex or annexes to be attached hereto when needed 

The United States will inform the Spanish Government (Ministry of Finance) 
of the operations and expenditures it effects which in its judgment should enjoy 
the fiscal exemptions granted by the present agreement. The information fur- 
nished by the United States to the Spanish Government should be sufficiently 
detailed to permit the best identification of the concept and quantity of the opera- 
tion [ pon receipt of this information report the Government of Spain (Ministry 
of Finance) will issue the pertinent orders to the appropriate services (Directorates 
General, Customs, Finance Ministry representatives, etc.) for the exemption from 
taxes. In the event that these taxes have already been paid, their return shall 
be ordered 

An office will be created within the Ministry of Finance expressly for the imple- 
mentation of this Annex 

Should differences arise concerning the imple mentation of this Ant ex, they 
may be referred for the consideration of a board composed of competent authorities 
of both governments. 





3. The Government of Spain (Ministry of Finance) may, in agreement with 
the United States Government, and in a manner to be established in each case, 
take the necessary measures to insure that materials and products, imported or 
acquired exempt from taxes, are not used or destined for purposes other than 
those indicated in paragraph 1 a above. 


INTERPRETATIVE NOTE IN REGARD TO THE TAX RELIEF ANNEX TO MUTUAL DEFENSE 
ASSISTANCH AGREEME 


The following inte rpretatiol of certail pol ts of the Tax Re lief Annex is hereby 


It is understood that the examples of tax relief contained in the first paragr: 
under subparagraph 1 6 of the Tax Relief Annex to the Mutual Defense Assists 
Agreement are not to be construed as limiting the scope of tax relief provided 
under subparagraph 1 a, but are intended only to confirm certain particular 
applications of that relief 

It is also understood that the phrases ‘‘all cases in which the United States is 
subject to the payment of the tax finally” and “all cases of taxes which apply 
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directly to expenditures effected by the United States” in this subparagraph 
are intended to include relief from direct and indirect incidence of taxation on 
the ultimate price paid by the Government of the United States in connection 
with expenditures described in subparagraph 1 a. It is further understood that 
the reference in the second paragraph under subparagraph 1 6 to taxes on “‘opera- 
tions”’ is intended to refer to business license taxes and does not include any 
other taxes listed in subparagraph 1 ¢ of the Tax Relief Annex 
Madrid, 26th September, 1953 





Economic A1ip AGREEMENT BETWEEN SPAIN AND THE UNITED STATES OF AMERICA 


The Governments of Spain and of the United States of America: 

Recognizing that individual liberty, free institutions and genuine independence 
in all countries, as well as defense against aggression, rest largely on the establish- 
ment of a sound economy: 

Considering that the Congress of the United States of America has enacted 
legislation enabling the United States of America to furnish military, economic 
and technical assistance to Spain: 

Desiring to set forth the principles which govern the furnishing of economic 
and technical assistance by the Government of the United States of America 
under the Mutual Security Act of 1951, as amended, and the measures which 
the two governments will undertake individually and together in furtherance of 
the objectives of the said legislation: 

Have agreed as follows: 

ARTICLE I 


Assistance 


(a) The Government of the United States of America will furnish the Govern- 
ment of Spain, or any person, agency or organization which the latter may desig- 
nate, such economic and technical assistance as may be requested by the Govern- 
ment of Spain and approved by the Government of the United States of America 
under the provisions and subject to all the terms, conditions and termination 
provisions of the then applicable United States laws as well as and subject to the 
arrangements provided in this agreement. 

(b) The two governments will establish procedures whereby the Spanish 
Government will so deposit, segregate or protect all the funds allocated to or 
derived from any program of assistance from the United States in order that such 
funds shall not be subject to attachment, confiscation, seizure, or any other legal 
processes by any person, firm, agency, corporation, organization or government 
when, in the opinion of the United States, any such legal process would interfere 
with the attainment of the objectives of the said program of assistance. 


ARTICLE II 
General Undertakinas 


(1) In order to further the objectives set forth in the Mutual Security Act of 
1951 and to achieve the maximum benefits through the employment of assistance 
received from the Government of the United States of America, the Government 
of Spain will use its best endeavors: 

(a) to adopt or maintain the measures necessary to insure the effective 
and practical use of all resources available to it, including: 

(i) such measures as may be necessary to insure that the materials 
and services furnished under this Agreement, including materials and 
services obtained from the funds deposited in the Special Account under 
Article V of this Agreement, are used only for purposes agreed upon by 
the two governments; 

(ii) the observation and review of the use of such materials and services 
through an effecttve and mutually acceptable followup system; and 

(iii) to the extent practicable, measures to loc ate, identify, and put 
into appropriate use assets and income located in the United States of 
America, its territories, and possessions and be in ging to Spanish sub- 
jects. Tnis clause does not impose any obligation on ‘the United States 
of America to assist in carrying out such measures. 

(b) to stabilize its currency, establish, or maintain a valid rate of exchange, 
balance its governmental budget as soon as practicable, create or maintain 
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‘ial stability, and generally restore or maintain confidence in 





its monetary svstem; 

c) to cooperate with the Government of the United States of America in 
ensuring that any procurement financed with assistance furnished by the 
Government of the United States of America to the Government of Spain 
will be effected at reasonable prices and on reaso1 able terms and that the 
distribution in Spain of such materials and services will be made in such a Wav 
that such goods and services will be effectively itilized for the purpose for 
which they were inter ded: 

d) to cooperate with the Government of the United States in ensuring 
that any procurement similarly financed and made from areas outside of the 
United States of America, its territories and possessions, will be similarly 
effected at reasonable prices and on reasonable terms, and so as to arrange 
that the dollars thereby made available to the country from which the mate- 
rials and services are procured are used in a manner consistent with any 
arrangements made by the Government of the United States of America with 
such country : 

e) to discourage cartel and monopolistic business practices and business 






arrangements which result in restricting production and increasing prices or 
which curtail international trade, to encourage competition and productivity 
and to facilitate and stimulate the growth of international trade by reducing 
barriers which may hamper such trade when the attainment of the agreed 
program may be affected: 

f) to make as promptly as possible an agreement with the Government of 
the United States of America in which will be established for United States 
nationals and companies a system of payments and international transfers, 
including the progressive conversion of their accumulated peseta balances; 

o to assist the Government of the United States of America in obse rving 

and reporting on labor conditions in Spain as these relate to the aims and 
operations of the Mutual Security Program 
(2) The Government of each country will 

a) join in promoting international understanding and good will and 
maintaining world peace 

b) take such action as may be mutually agreed upon to eliminate causes 
of international tensior 

c) fulfill the military obligations which it has assumed in multilateral or 
bilateral agreements or treaties to which both governments are parties, 

3) The Government of Spail will: 

a) make, consistent with its political and economic stability, the full 
contribution permitted by its manpower, resources, facilities, and general 
economic condition to the development and maintenance of its own defensive 
strength and the defensive strength of the free world; 

b) take all reasonable measures which may be needed to develop its defense 
capacities; and 

take appropriate steps to insure the effective utilization of the economic 
and military assistance provided by the United States. 


ARTICLE III 
Guaranties 


30th governments will, upon the request of either government, consult respect- 
ing projects in Spain proposed by nationals of the United States of America with 
regard to which the Government of the United States of America may appro- 
priately make guaranties in accordance with the provisions of the Mutual Security 
Act of 1951, as amended, as it incorporates section III (b) 3 of the Keonomic 
Cooperation Act of 1948, as amended. With respect to such guaranties extend- 
ing to projects which are approved by the Government of Spain, the Government 
of Spain agrees: 

a) that if the Government of the United States of America makes payment in 
United States dollars to any person under such a guaranty, the Government of 
Spain will recognize the transfer to the United States of any right, title, or interest 
of such person in assets, currency, credits, or other property on account of which 
such payment was made and the subrogation of the United States to any claim 
or cause of sction of such person arising in connection therewith. The Governe 
ment of Spain shall also recognize any transfer to the Government of the United 
States of America pursuant to such guaranty of any compensation for loss covered 
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by such guaranties received from any source other than the Government of the 
United States of America; 

(b) that peseta amounts acquired by the Government of the United States 
pursuant to such guarantees shall not receive less favorable treatment than that 
accorded at the time of such acquisition to private funds arising from transactions 
of United States nationals which are comparable to transactions covered by such 
guarantees, and that such peseta amounts will be freely available to the Governs 
ment of the United States of America for administrative expenditures; 

(c) that any claim of the Government of the United States of America against 
the Government of Spain, which results from the aforesaid subrogation, or which 
relates to the aforesaid assets, currency, credits or other property, or any differ- 
ence arising under this article, shall be submitted to direct negotiation between 
the two governments. If, within a reasonable period, they are unable to settle 
the claim or difference by agreement, it shall be referred for final binding determi- 
nation to a sole arbitrator selected by mutual agreement. If the Governments 
are unable, within a period of three months, to agree upon such selection, the arbi- 
trator shall be one who may be designated by the President of the International 
Court of Justice at the request of either Government. 


ARTICLE IV 
Access to Certain Products 


(1) The Spanish Government will facilitate the acquisition by the United 
States of America, upon reasonable terms of sale, exchange, barter, or otherwise, 
and in such quantities and for such period of time as may be agreed between 
both governments of those materials originating in Spain which the United States 
of America might require, as the result of deficiencies or potential deficiencies in 
its own resources and for stockpiling or other purposes. In such transactions 
due regard will be taken of the requirements of Spain for such products, both for 
domestic use as well as for its export trade. The Spanish Government will take 
such specific measures as may be necessary to carry out the provisions of this 
paragraph, including the promotion of the production of the materials in question 
and the removal of any hindrances to the acquisition of such materials by the 
United States of America or their receipt. At the request of either of the two 
governments, negotiations will be initiated for arrangements necessary to fulfill 
the provisions of this paragraph. The Government of the United States of 
America will endeavor to assist the Spanish Government to increase production 
in Spain of materials referred to in this Article if it is agreed that such action is 
practicable and consistent with the purposes of the Mutual Security Act, as 
amended. 

(1) With respect to materials produced outside of Spain, both governments, at 
the request of either of them, will always cooperate wherever appropriate to 
further the objectives of paragraph 1 of this Article. 


ARTICLE V 
Local ( ; arrency 


(1) The provisions of this Article shall apply only with respect to economic and 
technical assistance which may be furnished by the Government of the United 
States of America on a grant basis. 

(2) A special account will be established in the Bank of Spain in the name of 
the Government of Spain (hereinafter called the Special Account) in which will 
be deposited pesetas in amounts commensurate with the dollar cost to the Govs 
ernment of the United States of commodities, services and technical information 
(including any costs of processing, storing, transporting, repairing or other serv- 
ices) made available to the Government of Spain on a grant basis under this 
Agreement. The Government of the United States of America shall, from time 
to time, notify the Government of Spain of the dollar cost of such commodities, 
services and technical information and the Government of Spain will thereupon 
deposit in the Special Account the equivalent amount of pesetas computed at the 
rate of exchange mutually agreed between the two governments. If, at such time 
or times of notification, the Government of Spain is a member of the International 
Monetary Fund and shall have agreed with the International Monetary Fund 
upon a rate of exchange, the amount of pesetas to be deposited shall be computed 
at the rate of exchange which shall be the par value agreed at such time with the 
International Monetary Fund; provided that this agreed value is the single rate 
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applicable to the purchase of dollars for imports into Spain. If at the time of 
notification a par value for the peseta is agreed with the Fund and there are one 
or more other rates applicable to the purchase of dollars for imports into Spain, 
or, if at the time of notification no par value for the peseta is agreed with the 
Fund, the rate or rates for this purpose shall be mutually agreed upon between the 
two Governments. The Spanish Government shall be able at any time to make 
advance deposits in the Special Account which shall be credited against subsequent 
notifications pursuant to this paragraph 

3) (a) The Government of the United States of America will, from time to 
time, notify the Spanish Government of its requirements in pesetas for adminis- 
trative and operating expenses incident to operations in Spain under the Mutual 
Security Act of 1951 and acts amendatory or supplementary thereto, and the 
Spanish Government will thereupon place at the disposition of the Government 
of the United States such sums, withdrawing them from any balances in the 
Special Account in the manner requested by the Government of the United States 
in the notification. Such sums will be charged to the percentage referred to in 
this paragraph. Ten percent of each deposit made pursuant to this Article will 
be placed at the disposition of the Government of the United States of America, 
It is understood that the Government of the United States of America will not 
convert funds acquired pursuant to this paragraph into any other currency without 
prior consultation with the Spanish Government. 

b) Both Governments will agree to the number of and general characteristics 
of military facilities for mutual defense to be constructed in Spain and the Govern- 
ment of the United States of America will, from time to time, notify the Spanish 
Government of requirements for peseta expenses which arise from the construction 
and maintenance of such military facilities. The Government of Spain will 
thereupon make such amounts available out of any balances existing in the 
Special Account, in the manner requested by the Government of the United 
States in the notification. 

(4) Recognizing the priority of expenses referred to in Paragraph 3 of this 
Article, the Spanish Government may withdraw funds from any balance existing 
in the Special Account for such expenditures as may be agreed periodically with 
the Government of the United States of America, and which will be in accord 
with the objectives prescribed in the Mutual Security Act of 1951, as amended. 

(5) Any unencumbered balance remaining in the Special Account upon the 
termination of assistance under this Agreement other than unexpended amounts 
allocated under Paragraph 3 (a) of this Article, shall be disposed of within Spain 
for such purposes as may hereafter be agreed upon by the Governments of the 
United States of America and Spain; it being understood that the agreement of 
the Unitec States of America shall be subject to approval by Act or joint resolution 
of the Congress of the United States of America. 


ARTICLE VI 
Consultation and Transmittal of Information 


1) The two Governments will, upon the request of either of them, consult 
regarding any matter relating to the application of this Agreement or to operations 
or arrangements carried out pursuant to this Agreement. 

(2) The Government of Spain will communicate to the Government of the 
United States of America in a form and at intervals to be determined by the latter 
after consultation with the Government of Spain: 

a) detailed information concerning projects, programs and measures 
proposed or adopted by the Government of Spain to carry out the provisions 
of this Agreement; 

b) full statements of operations under this Agreement, including a state- 
ment of the use of funds, commodities and services received thereunder, such 
statements to be made in each calendar quarter; 

c) information relating to the Spanish economy, including national and 
international accounts, which the Government of the United States of 
America may need to determine the nature and scope of operations under 
the Agreement and to evaluate the effectiveness of assistance furnished or 
contemplated under this Agreement and generally the progress realized in 
this field during the period of this Agreement. 

3) The Government of Spain will assist the Government of the United States 
of America to obtain information relating to the materials originating in Spain 
referred to in Article IV which is necessary to the formulation and execution of 
the arrangements provided for in that Article 
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ARTICLE VII 
Publicity 


(1) The Government of the United States of America and the ee of 
Spain recognize that it is in their mutual interest that full publicity be given to 
the objectives and progress of the assistance being rendered pi saad to this 
Agreement and that all pertinent information be made available to the people 
of Spain. The Spanish Government will encourage the dissemination of such 
information, giving to the assistance furnished by the United States Government 
pursuant to this Agreement, full and continuous publicity through the press, 
radio and all other available media in Spain and will allow to the United States 
Government, by agreement with the Spanish Government, the use of such media 
as may be required to accomplish this purpose. 

(2) The Government of Spain will grant to representatives of the United States 
press full freedom to observe and report on the operation of the economic and 
technical assistance programs conducted pursuant to this Agreement. 

(3) The Government of Spain will make public in Spain, in each calendar 
quarter full statements of operations under this Agreement including information 
as to the use of funds, commodities and services received. 


ARTICLE VIII 
Special Economic Mission 


(1) The Government of Spain agrees to receive a special Economic Mission 
which will discharge the responsibilities of the Government of the United States 
of America in Spain under this Agreement. 

(2) The Spanish Government will, upon appropriate notification from the 
Ambassador of the United States of America in Spain, consider the Special Mission 
and its personnel and the United States Special Representative in Europe as part 
of the Embassy of the United States of America in Spain for the purpose of enjoy- 
ing the privileges and immunities accorded to that Embassy and its personnel of 
comparable rank. 

(3) The Spanish Government will extend full cooperation to the personnel of 
the Special Mission and to the aforementioned U. 8S. Representative in Europe 
and his staff. Such cooperation shall include the provision of ail information and 
facilities necessary to the observation and review of the carrying out of this 
Agreement, including the use of assistance furnished under it. 


ARTICLE IX 
Settlement of Claims of Nationals 


(1) The Governments of the United States of America and Spain agree to sub- 
mit to the decision of the International Court of Justice or of a court of arbitration 
or arbitral tribunal to be mutually agreed upon, any claim espoused or presented 
by either Government on behalf of one of its nationals arising as a consequence 
of governmental measures (other than measures taken by the Government of the 
United States of America concerning enemy property or interests) taken after 
April 3, 1948, by the other Government and affecting property or interest of such 
national, including contracts with or concessions granted by the duly authorized 
authorities of such other Government. It is understood that the undertaking 
of the Government of the United States of America in respect of claims espoused 
by the Government of Spain pursuant to this paragraph is made under the author- 
ity of and is limited by the terms and conditions of the recognition by the United 
States of America of the compulsory jurisdiction of the International Court of 
Justice under Article 36 of the Statute of the Court, as set forth in the Declaration 
of the President of the United States of America dated August 14, 1946. 

(2) It is further understood that neither Government will espouse or present 
a claim pursuant to this Article until its national has exhausted the administrative 
and judicial procedures of the country in which the claim arose. 

(3) The provisions of this Article shall be in all respects without prejudice to 
other rights of access, if any, of either Government, to the International Court of 
Justice or other arbitral tribunal or to the espousal and presentation of claims 
based upon alleged violations by either Government of rights and duties arising 
under treaties, agreements, or principles of international law 
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ARTICLE X 
Entry into Force, Amendment,” Duration 


1) This Agreement shall become effective on this day’s date. Subject to the 
provisions of paragraphs 2 and 3 of this Article, it shall remain in force until June 
30, 1956, and unless at least six months before June 30, 1956, either Government 
shall have given notice in writing to the other of intention to terminate the Agree- 
ment on that date, it shall remain in force thereafter until the expiration of six 
months from the date on which such notice shall have been given. 

2) If during the life of this Agreement, either Government should consider 
there has been a fundamental change in the basic assumptions underlying this 
Agreement, it shall so notify the other Government in writing and the two Govern- 
ments will thereupon consult with a view to agreeing upon the amendment, 
modification, or termination of this Agreement. If, after three months from such 
notification, the two Governments have not agreed upon the action to be taken 
in the circumstances, either Government may give notice in writing to the other 
of intention to terminate this Agreement. Then, subject to the provisions of 
paragraph 3 of this Article, this Agreement shall terminate either: 

a) six months after date of such notice of intention to terminate, or 

after such shorter period as may be agreed to be sufficient to ensure 
that the obligations of the Government of Spain are performed in respect 
of any assistance which may continue to be furnished by the Government 
of the United States of America after the date of such notice; provided, 
however, that Article IV and paragraph 3 of Article VI shall remain in 
effect until two years after the date of such notice of intention to terminate, 
but not later than June 30, 1956. 

3) Subsidiary agreements and arrangements negotiated pursuant to this 
Agreement may remain in force beyord the date of termination of this Agree- 
ment and the period of effectiveness of sucb subsidiary agreements and arrange- 
ments shall be governed by their own terms. Article V shall remain in effect 
until all the sums in the currency of Spain required to be deposited in accordance 
with its own terms have been disposed of as provided in that Article. 

t) This Agreement may be ainended at any time by agreement between the 
two Governments. 

>’ The Government of the United States will register this Agreement with 
the Secretariat of the United Nations 

In witness whereof the respective representatives, duly authorized for the 
purpose, have signed the present Agreement. 

Done at Madrid, in duplicate, in the Spanish and English languages, both texts 


authentic, this 26th dav of September 1953. 
For the Gover: nt of the United States of America 
Che Amba lor of the United States of America, 

[L.S.] James CLEMENT DUNN 


Por el Gobierno espanol 
I] Ministro de Asuntos Exteriores, 
{l..8.] AtBperro Martin ArTAJO 


ANNEX 


Interpretative Notes 


l It is understood that the re quirements of paragraph | (a) of Article II, 
re g to the adoption of measures for the efficient use of resourees, would in- 
el with respect to commodities furnished under the Agreement, effective 





measures for safeguarding such commodities and for preventing their diversion to 
illegal or irregular markets or channels of trade. 

Z {tis unde rstood that paragraph | ec) of Article [I does not diminish the 
right and responsibility of the United States of America to specify whatever terms 


and conditions of aid are deemed necessary. 
3) It is understood that the business practices and business arrangements 


referred to in paragraph (1) (e) of Article II mean 


a) fixing prices, terms or conditions to be observed in dealing with others 


in the purchase, sale or lease of any product; 


b) excluding enterprises from, or allocating or dividing any territorial 
market or field of business activity, or allocating customers, or fixing sales 
quotas or purchase quotas; 


c) discriminating against particular enterprises; 
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(d) limiting production or fixing production quotas; 
(e preventing by agreement the devel pment of : 
or invention whether patented or unpatented; 

(f) extending the use of rights under patents, trade marks or 
granted by either country to matters which, according to its laws and 
regulations, are not within the scope of s ich grants, or to products or 
ditions of production, use or sale which are likewise not the s 
grants; and 

(g) such other practices as the two governments may agree to include. 





subject of such 


(4) It is understood that the agreement referred to in section (1), paragraph 
(f), of Article Il will provide a system of conversion of peseta balances which 
takes into account at all times fluctuations in Spanish dollar availabilities 
5) It is understood that the United States of America does not intend to resell 


within Spain any of the materials which it may acquire pursuant to paragraph (1) 
of Article IV. 

(6) It is understood that the time of notification to which reference is made in 
Article V, paragraph 2, for the purpose of determining the rate of exchange to be 
used in computing the deposits to be made upon notifications to the Government of 
Spain of the indicated dollar costs of commodities, services, and technical in- 
formation shall, in the case of each notification covering disbursement period, be 
deemed to be the date of the last day of the disbursement period covered by the 
notification. 

(7) It is understood that it is the sense and intent of the last sentence of para- 
graph (2) of Article V that the Government of Spain will make arrangements to 
assure that the amounts of pesetas on deposit in the Special Account are sufficient 
at all times to permit the Government of the United States to meet its obligations 
for peseta payments for the purposes contemplated by this Agreement. The 
United States will, whenever necessary, inform the Spanish Government of its 
requirements for pesetas and agrees that its requests to the Spanish Government 
to meet such requirements shall not exceed the amount of economie and technical 
assistance firmly allotted to Spain on a grant basis at the time of making such 
requests. 

(8) It is understood that any agreements which might be arrived at pursuant 
to paragraph 1) of Article IX would be subject to approval by the Senate of the 
United States of America. 





DEFENSE AGREEMENT BETWEEN SPAIN AND THE UNITED STATES OF AMERICA 
Preamble 


Faced with the danger that threatens the western world, the Governments of 
the United States and Spain, desiring to contribute to the maintenance of inter- 
national peace and security through foresighted measures which will increase their 
capability, and that of the other nations which dedicate their efforts to the same 
high purposes, to participate effectively in agreements for self-defense; 

Have agreed as follows 

ARTICLE I 


In consonance with the principles agreed upon in the Mutual Defense Assistance 
Agreement, the Governments of the United States and of Spain consider that the 
contingencies with which both countries may be faced indicate the advisability 
of developing their relations upon a basis of continued friendship, in support of 
the policy of strengthening the defense of the West. This policy shall include: 

1. On the part of the United States, the support of Spanish defense efforts for 
agreed purposes by providing military end item assistance to Spain during 
period of severa! years to contribute to the effective air defense of Spain and to 
improve the equipment of its military and naval forces, to the extent to be agreed 
upon in technical discussions in the light of the circumstances, and with the 
cooperation of the resources 0 
support wil! be conditioned as in the case of other friendly nations by the priorities 





and limitations d to the international commitments of t! United States and 
the exigencies of the internat onal situation and will be ect to Congressior 
wpropriatl 5 

2. In conse I f th wove s ed } s 1 for ( e a ed pur- 
poses, the Government of Spain authorizes the Government f the nl 1st 
subject to terms and condition to [ agi 1, to d velop, ma 


for military purposes, jointly with the Government of Spa 1 ireas and 
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facilities in territory under Spanish jurisdiction as may be agreed upon by the 
competent authorities of both Governments as necessary for the purposes of 
thi is reement 

3. In granting assistance to Spain within the policy outlined above, as the 
preparation of the agreed areas and eo s progresses, the Government of the 
United States will satisfy, subject to » provisions of paragraph one, the mini- 
mum requirements for equipment nacenaaire for the defense of ed territory, 
to the end that should a moment requiring the wartime utilization of the areas 
and facilities arrive, from this moment, the requirements are covered to the 
extent possi! le as regards the air defense of the te rritory and the equipment of 
the naval units; and that the armament and equipment of the Army units be as 
far advanced as possib le 





ARTICLE II 


For the purposes of this agreement and in accordance with technical arrange- 
ments to be agreed upon between the competent authorities of both Govern- 
ments, the Government of the United States is authorized to improve and fit 
agreed areas and facilities for military use, as well as to undertake necessary 
construction in this connection in cooperation with the Government of Spain, to 
station oe house therein the necessary military and civilian personnel and to 
provide for their security, discipline, and welfare; to store and maintain custody 
of provisions, supplies, equipment, and material; and to maintain and operate 
the facilities and equipment necessary in support of such areas and personnel, 


ARTICLE III 


The areas which, by virtue of this Agreement, are prepared for joint utilization 
will remain under Spanish flag and command, and Spain will assume the obliga- 
tion of adopting the necessary measures for the external security. However, the 
United States may, in all cases, exercise the necessary supervision of United States 
personnel, facilities, and equipment 

The time and manner of wartime utilization of said areas and facilities will be 
as mutually agreed upon. 

ARTICLE IV 


The Government of Spain will acquire, free of all charge and servitude, the 
land which may be necessary for all military purposes and shall retain the owner- 
ship of the ground and of the permanent structures which may be constructed 
thereon. The United States Government reserves the right to remove all other 
constructions and facilities established at its own expense when it is deemed 
convenient by the Government of the United States or upon the termination of 
this Agreement; in both cases the Spanish Government may acquire them, after 
previous assessment, whe eee they are not installations of a classified nature. 

The Spanish state will be responsible for all claims made against the United 
States ceed nt by a third party, in all cases referring to the ownership and 
utilization of the above-mentioned land. 


ARTICLE V 


The present Agreement will become effective upon signature and will be in 
force for a period of ten vears, automatically extended for two successive periods 
of five years each unless the termination procedure hereafter outlined is followed. 

At the termination of the first ten vears or of either of the two extensions of 
five vears, either of the two Governments may inform the other of its intention 
to cancel the Agreement, thus initiating a consultation period of six months. In 
the event concurrence is not reached on extension, this Agreement will terminate 
one vear after the conclusion of the period of consultation. 

In witness whereof the respective representatives, duly authorized for the 
purpose, have signed the present Agreement. 

Done at Madrid, in duplicate, in the Spanish and English languages, both texts 
authentic, this 26th day of September 1953. 

For the Government of the United States of America 

lhe Ambassador of the United States of America, 
{[L. S.] JAMES CLEMENT DuNN 
Por el Gobierno e sspanol 
kl Ministro de Asuntos Exte riores, 
[L. S.] ALBERTO Martin ARTAJO 








